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FREE -a 4-page “Primer 
of Electronics,” explaining the 
simple principles of electronic 
tubes. For your copy write 
Dept. 6-201, General Electric 
Company, Schenectady, N.Y 
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The best investment 
in the world 
is in this country’s future— 


BUY WAR BONDS 


Through the dark of night, and the heat of day, America’s plane spotters 
have kept their lonely watch. Theirs is a job without recompense, with- 
out glory, without even the thrill of danger—yet they have kept to their 
posts. But there are times, when the fog rolls in or the skies are dark, that 
even the keenest human eyes are not enough. Then, along our shores and 


about our cities, we can depend on electronic sentries to scan the skies. 








Americas best ‘plane spouler 


is BLIND as a BAT 


RADAR is America’s best plane spotter. Like the 
bat, which is equipped by nature with one of the most 
remarkable sets of blind-flying “instruments” known to 
man, radar can operate “blind” in night and fog. Waves 
from electronic tubes, incessantly scanning the skies, 
can “feel” through the dark the approach of an enemy 
plane. 

Radar, and the Spitfires, stopped the Stukas in the 
skies over England in 1940. Radar, helping to direct the 
fire of an American warship in the Pacific, enabled it to 
hit a Japanese warship 8 miles away in nal darkness. 

Yet radar is no more mi- 
raculous than your radio set. 
It is simply the application 
of principles discovered 
many years ago. Many sci- 
entists and engineers—in this 
country and in Britain, some 
working alone, some in the 
Army and Navy, many in college and industrial re- 
search laboratories—played a part in its development. 
And General Electric was one of the first and most 
active in this field. 

This was only natural. For, when in 1940 the Navy 
requested G-E to begin the manufacture of radar 
equipment, we had been for more than 20 years en- 
gaged in the development and manufacture of the kind 
of electron tubes, circuits, and apparatus that makes 
radio, and radar, possible. Additional manufacturing 
facilities were started at once. And today, General 
Electric is supplying this equipment in quantity for 
the Army and the Navy. 








Electronics Not a Wartime Science: We know it 
best through radio, a great and essential industry. But 
electronics works in almost every other industry, too— 
measuring in millionths of an inch, converting electric 
current to heat steel furnaces and to refine aluminum 
and magnesium, seeing through inches of steel, protect- 
ing property and human lives, regulating lighting. And 
electronic controls enable women to do many complex 
jobs in industry, releasing men for war. 

But the destiny of elec- 
tronics is not to replace—it is 
to add to the products and 
services we enjoy, and to 
make easier our ways of ob- 
taining them. Things like 
television merely await the 
war’s end. And in the elec- 
tronic laboratories of today are the seeds of other, of 
new and undreamed-of benefits for tomorrow. General 
Electric Company, Schenectady, N.Y. 





SOME PEACETIME USES OF ELECTRONIC TUBES 








Home Radio -Rays Elevator leveling 





Textile, steel, and 
paper mill control 
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The Trend of Events 


KNOCKOUT FOR HITLER AT SEA... The Guildhall 
speech of Mr. Churchill is by far the most signifi- 
cant news since the war began. Whatever may have 
been the importance of E] Alamein, Smolensk, Stal- 
ingrad and Tunis, they constituted turning points, 
but they did not point to decisions. The fact that 
submarines have been sunk at the rate of forty for 
May, more than that for June, and that whether 
destroyed or not, they scarcely sank a merchant 
vessel in the North Atlantic in six weeks, is decisive. 
The German submarine assault has failed. The 
Nazis have not effected a single one of the three 
objectives they must attain if they are even to hope 
for victory. They must humble Britain at sea and 
make her communications impotent. They must 
render the Russian army harmless. They must pre- 
vent the full utilization of American productivity. 
They have failed miserably in all three. The doom 
is upon them. 

The shipping situation is profundly altered by 
this news. For some time shipping insurance rates 
have pointed to a marked improvement, though none 
knew it to be as good as it was. The victory in the 
Mediterranean has added the equivalent of from two 
to three million tons to merchant shipping. The 
American production of shipping, either nearing or 
having surpassed three million tons a month: the 
British Empire shipbuilding of a third that amount, 
are now nearly net acquisitions. The results are 
plain to see. Rationing was first initiated on sugar: 
the invitation to take ten pounds extra for preserv- 


ing was the first indication of a real change in im- 
ports. The liberalization of coffee from five weeks 
per pound, to four and now to three (when one con- 
siders that the route from Brazil and Colombia is 
the most endangered) shows that mastery of the 
submarine is not confined to the North Atlantic 
alone. The effect of increased exports on South 
American morale, is evident. 

As shipping improves by some twenty-five million 
tons and the shortening of routes increases the num- 
ber of voyages per annum, we may look to nearly 
the entire flow of American production and of world 
raw materials to reach the Allies. More than that: 
it is one thing to turn out planes and tanks and 
guns and realize that every third one will be sunk, 
as we saw in the blackest days; it is another to feel 
that every weapon fashioned will do its job on the 
battlefield. Shipping is the prelude to victory and 
the tenacity of our convoys, of corvette and carrier, 
have carried through. 


FOOD PRICE MUDDLE ... In the controversies rag- 
ing about price policy and food, it is slowly becom- 
ing evident that the difficulties are not physical 
shortages but interruptions to proper distribution 
by reason of political muddle. Cattle on the hoof 
has never been more abundant, and per capita may 
be at a new high. In fact, even allowing for the 
rather lavish drafts on supply made by the Army 
and the Lease-Lend authorities, the supply of beef 
is abundant, potentially. That it is not slaughtered 
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is due to a restraint by producers, induced by 
lack of administrative certainties and the conseque: i 
expectation of higher prices. 

The hog population is large: whether or not it i 
more economical to feed our people grains and corn 
rather than lose part of the quantity produced by 
converting it into meat is a question for dietitians. 
What is plain is that in this year of grace the hog 
supply is redundant on any basis. In all important 
food commodities, too, including grain, there are 
government stocks overhanging the market, and 
considering limited storing and shipping facilities, 
this must cause a large part of this supply to be 
distributed. 

The Victory gardens are beginning to produce, 
and already the vegetable prices, which were by far 
the largest gainers percentagewise, are tumbling. Cer- 
tain products like berries and canned salmon, and a 
few specialties will be short, but the overall picture 
of nutrition for the fall and winter of 1943-1944 
seems adequate and requires only a proper policy to 
make it available. The long-term considerations, 
too, indicate that surplus army supplies abroad will 
be utilized for relief, because it will not pay to re- 
transport them, but the large domestic governmental 
supplies that will have been requisitioned for a war 
that will then be terminated, will be as obvious a 
layer over price rises as they were after the last 
armistice. It still remains true that as soon as labor 
is available (which is the one true shortage) the 
possibilities of production in this country, whether 
in factory or farm or ranch, are always so great 
that they act as a permanent brake on inflation. 
That fact, should make us hesitant before accept- 
ing the too facile idea that price rises are uncon- 
trollable. Price rises that stimulate productions are 
always desirable, because once the production is 
attained, they work their own cure. The foundation 
for this production is being laid right now. 


THE BATTLE OF WASHINGTON .. . The public 
assault on Jesse Jones by Vice-President Wallace is 
more than an unfortunate episode: it is a revelation 
of that lack of cohesion in our government which has 
diminished public confidence in our purely domestic 
administration. Surely there is no need for Mr. 
Wallace to bring a public charge against another 
high official without prior consultation with the 
President. Most emphatically, it is not necessary to 
reveal to the enemy any situation in our stockpile 
policy that may indicate present shortages. 
Whatever the merit of the dispute, especially with 
reference to quinine, whether Mr. Jones was right in 
acting upon carefully prepared and_ responsible 
estimates or Mr. Wallace was right in the assump- 
tion that where health is involved, the worst must be 
provided against (even uneconomically) it is certain 
that there was no need to acquaint the general pub- 
lic therewith, until the differences between the two 
officials should have been aired behind closed doors. 
If Mr. Wallace felt then that he could not find 


justice, and if the information was then of no 
further use to the enemy, he might appeal to the 
general citizenry, so that they might judge the 
shortcomings of their legislative or executive branch. 
But he exhausted no alternatives and the net result 
has been a lowering of the prestige of government 
when it is most sorely in need of being reconstituted. 

Mr. Roosevelt has referred to the excarbation of 
public officials by irresponsible members of the press, 
who seem to stir one official to assail another with 
the pleasure of picadors goading bulls in the arena. 
Surely these vague charges are to be deplored. 
Names and places should be catalogued. A general 
indictment is no indictment. That there are 
newspapers who will go too far in exploiting 
personal hatreds is one thing, but the constant re- 
criminations and resignations are the spur to these 
zealots. Let the administration be tight, sane, flex- 
ible and cooperative and its position in the country 
will be the best answer to malicious criticism. 


PRIVATE DEBT . . . Amid the many charges of na- 
tional extravagance which occupy the front pages 
of the newspapers, the American people themselves 
are giving constructive evidence of a much more 
healthy condition in their private finances. Re- 
grettably, the unobtrusive day by day behavior 
of the public is not news: only spectacular 
errors are features. However in the last few years 
there has been an unprecedented reduction of pri- 
vate debt. Installment paper has been retired by 
the hundreds of millions: small loans repaid, mort- 
gage debt diminished, loans against life insurance 
policies drastically reduced. Investments in building 
and loans societies are going up: savings bank ac- 
counts are increasing, and this under the tremendous 
pressure to sustain the war by buying bonds and 
war savings stamps. Life insurance underwriting, 
after a long period of decline, is reviving excellently. 

It can be said definitely that not in the memory 
of credit men has the net worth of the American 
people been so high, nor the proportion of debts to 
their assets so low. From a nation whose weakness 
was to overdiscount the future, we have been trans- 
formed into a people anxious to be free of debt. That 
may work wonders when private financing is resumed. 

The debt retirement of corporations has also been 
impressive. The railroads have cleared debts where- 
ever they can: their position is better than in dec- 
ades. Instead of facing recessions in trade with the 
burden of debts built up during recovery, they are 
now using recovery to reduce debt so as to sustain 
themselves in recessions. Private industrial corpo- 
rate debt is being diminished but not to the same 
relative extent, but the private debts of industry, 
in proportion to net working capital, has never been 
lower since figures were compiled. The interest 
burden on private debt worked out to three times 
that on governmental borrowing. The rise in debt 
payments due to the war has been greatly offset by 
its reduction in private finance. 
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Shifting Alignment SY, Chien 


BY 


JOHN 


DANA 


STALIN HINTS AT A DEAL 


i recent cordial telegram from Stalin to Chiang- 
Kai-Shek regarding cooperation towards a second 
front in Europe, was the first indication that the 
implicit breach and long coolness between the two 
national chiefs had been reduced. That Stalin would 
address his allies in the European war was a fore- 
gone conclusion, but it seemed hazardous that he 
should have risked the displeasure of the Japanese 
to imply that the cooperation of Chiang-Kai-Shek 
in forwarding a second front would meet with its 
proper reward. Since the hostility between the na- 
tionalist armies of Chiang-Kai-Shek and the Com- 
munist Fourth and Eighth route armies remains 
serious, this telegram was tantamount to a repudia- 
tion of the Communist armies as dominant factors 
in the Chinese situation. What motives, then, caused 
Stalin to take two risks, that of dampening the 
enthusiasm of those Chinese armies more loyal to 
him than to the Chungking government, and of 
upsetting the precarious peace with Japan? 

It was assumed generally that he had learned that 
this was the time to trade. Surely he who asks for 
a second front in Europe must present plausible 
reasons why he fails to grant the same privilege in 
Asia to his allies. Until now Stalin has always 
argued that he requires all of his resources to face 
the German foe in the West, and that a war with 
Japan would so weaken his position that instead of 
aiding the Allied cause, it would jeopardize it. But 
common sense has always demanded that if this were 
the case, why were the Japanese so obliging? If 
they can conquer the Far Eastern provinces of 
Russia within a few months, occupy the naval port 
of Vladivostok and the airfields near Nikolaievsk, 
why did they not divert Russian resources from the 
West and thus aid their German ally? First, the 
defeat of Germany would greatly intensify Japanese 
difficulties and anything they can do to stop it is a 
life and death matter to them. Secondly, by occupy- 
ing the Siberian territory, even at a considerable 
cost of life, Japan would hold all the future air and 
submarine bases near her shores and have her rear 
secured. 

It is plain that Siberia cannot be so easily ac- 
quired and that Stalin knows full well that he could 
hold that territory, and even invade Manchuria, 
while not transferring any supplies from European 
Russia to that autonomous region. The Japanese 
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have not attacked because the task is too great for 
their resources and victory is uncertain: Stalin has 
not attacked because he plans to attack Japan when 
she is weakened by long conflict, and Russia will 
have won on her Western border, and he can then 
dictate terms both in Continental Europe and in 
Asia both. Such is the true calculation. What then 
makes Stalin begin to trade? 

True he realizes that he must trade, that he will 
never get a Second Front in Europe unless he is 
prepared to give one in Asia. But that very con- 
sideration has never moved him before, not even when 
Moscow was in danger and the Volga cities in flames. 

The answer is given in the character of the vic- 
toriesof Chiang-Kai-Shek’s (Please turnto page 378) 
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How Far Can This Market Go? 


We believe further selective market strength is likely over the near-term, 
barring unpredictable war developments of possible major importance. But 
as regards intermediate or longer term investment policy, we must suggest 
that caution seems increasingly in order for the reasons advanced below. 


BY A. T. 


I. some respects July is an obnoxious month—but 
to the stock market it has usually been a pleasant 
and kind month. In 31 out of the past 46 years the 
industrial average has advanced in July; in 35 years 
out of 46 the rail average has advanced. Over the 
past 20 years, the industrials have advanced in 16 
Julys, the rails in 17. 

Averaging the 46-year record—a hot weather 
pastime for analysts and one which can carry no 
guarantee whatever—the pattern has been mid-sum- 
mer advance culminating in the last week of August, 
followed by reaction into mid-October. An average, 
one should remember, is merely the smoothed-out 
aggregate of many variations and disparities. For 
any single year the odds are overwhelmingly against 
precise conformity, though they favor establishment 
at some time in July of average prices higher than 
in June; and August highs topping July, but with 
August—on the long term average basis—a less 
reliable month than July. 

If it is examined realistically, this mid-summer 
seasonal bias is not as impressive as it seems. The 
fact is that bull markets move less rapidly than bear 
markets and have an average duration about two and 
one-half times as long. For that reason alone, on a 
long term average, there is a bullish bias in the 
direction of prices at least two-thirds of the time. 
In a bull market—and we are agreed that this is still 
one—the down months, whatever the season, will be 
very infrequent, and the pauses—marked by sidewise 
movement of the averages—will seldom last more 
than a matter of weeks. Particularly after a very 
considerable prior advance without more than minor 
interruptions, such as we now have had over the past 
fourteen months, any lengthy pause or any failure 
of the averages, following minor correction, to make 
new highs, would obviously raise some question at 
least as regards intermediate trend. 

We had a technical correction in June, with a 
sizable number of individual stocks coming down 10 
per cent or more from previous highs, especially 
among rails and low-price industrials. At this writ- 
ing a renewed advance—both restrained and some- 
what spotty—has been in progress for about 10 
days. Already the industrial average has made its 
new high in July with a penetration—modest thus 
far—of the early June peak level. The utility aver- 
age has also bettered June’s top. The rail average 
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has less than 1 point to go in bettering May 29 high 
of 37.31. 

No significant fault can be found with the present 
“leadership.” Among the individual issues making 
new highs are a goodly number of stocks of prom- 
inence and quality. Though some low price stocks 
are moving up, there is no such dominance of the 
performance by this section as we had for many 
weeks in earlier months of the year. Volume indica- 
tions are satisfactory from a bull point of view— 
larger on advance than on dips and pauses; but, for 
the present, well under previous top levels when the 
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figure was swollen by abnormal activity in low-price 
stocks. 

Perhaps the most notable new element in the pres- 
ent phase is the much increased prominence and 
strength of the steel shares. This group—especially 
U.S. Steel, Bethlehem, Republic and Youngstown— 
had long (in fact throughout the entire rise since 
April of last year) been “behind the market.” Not 
behind in any moderate degree, either. So far behind 
as to stick out like a sore thumb. 

There has been no change in the steel situation or 
in its post-war prospect. What we are seeing is a 
change in speculative sentiment on the stocks. How 
enduring or important it will be, no one can say. 
There is a well-established tradition that the heavy 
steels—also the coppers—are “late movers.” 'There- 
fore, market excitement in steels is customarily 
viewed with mixed emotions—bullish short-run trad- 
ing emotions, but a question mark as to whether 
activity and strength in steels will highlight the 
“blow-off” preceding an important reaction. Heavy 
steels were particularly prominent in the final phase 
of the 1936-1937 bull market. 

On this particular score, however, any worry 
about the early prospect of the market would seem 
premature. It is only a matter of days since the 
leading steels began to show determined inclinations 
to join the bull parade and their net rise to date not 
only carries no earmarks of excess but has been quite 
moderate. 

Although we think the market is likely to work 
higher over the near-term, nevertheless there are 
some questions in our mind which make us lean to 
caution in investment policy. We are now thinking 
more about opportunity to lighten commitments on 
further strength—and to bolster the safety factor in 
portfolios— than about opportunity to buy for in- 
termedite or longer term objectives. We are think- 
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strength for realiza- 
tion of at least a sub- 
stantial portion of profits. In short, as the indus- 
trial average moves up toward the 150-155 range, 
we think investors will do well to give increasing 
emphasis to the merits of War bonds or good grade 
corporate bonds or preferred stocks—or cash. 

At this writing we lack a technical basis for any 
prediction that the market will advance to 150 or 
above in the current phase. On thus far slight evi- 
dence, we think it probably will. But the topping of 
the June high by the industrial average as we write 
this analysis has been only fractional and the im- 
minence of the long July 4 week-end—combined with 
possible imminence of major military developments 
—complicates the immediate situation. 

Our reasoning about the summer market prospects 
is based on two considerations. First, the war news 
in the weeks just ahead may be either favorable 
enough to suggest the looming of peace; or invasion 
difficulties may be such as to suggest that the war 
might last longer than the market has been assuming 
in recent months. In relation to the technical posi- 
tion—especially if there is further advance mean- 
while—it seems to us that on an intermediate basis 
neither a consensus of early defeat of Germany nor 
a consensus of “longer war” would be bullish. The 
former would not be bullish because the market 
would have already so greatly discounted the event; 
the latter would not be bullish because the whole rise 
this year has been founded on peace hopes and 
post-war prospects, rather than protracted war. 

Secondly, 150 in the industrial average is approx- 
imately the mid-way point of a 10 point trading 
range within which the market was stuck for months 
between the autumn of 1939 and the nose-dive of 
May-June, 1940; and which, because of the amount 
of stock probably for sale in that range, logically 
figures to be no easy resistance-level and may take 
considerable time to overcome. 


JUNE 








By GEORGE B. 


COLLINGWOOD 


O. July 1, 1943, the United States begins a new 
fiscal policy. It was initiated in the imposition of 
the 5% victory tax, but that was by way of experi- 
ment. The 20% deduction from payrolls above $12 
weekly for single persons and $24 weekly for mar- 
ried, plus dependency allowances, works out to an 
effective payroll decrease that must affect consumer 
spending. Assuming no dependents, a married work- 
er, receiving $40 a week, pays about $3.20 as against 
a present deduction of $1.40. But a $60 a week 
man pays $7.20 against a former impost of $2.40. 
Those who get $100 a week, pay $15.20 as against 
$4.40. For single persons it works out more dras- 
tically. A stenographer making $35 a week, and 
the head of a family, has $4.60 taken off as against 
$1.15. Add social security deductions and state un- 
employment taxes and the change in payroll receipts 
is serious. 

For the middle class with fixed income, it is a net 
deduction as against pre-war. Not only have most 
civil servants, teachers, ministers, to pay a higher 
living cost, but now they are to enjoy a smaller 
cash income. Those who live from small investments, 
marginally, such as widows, are really impoverished 
by the new tax rates, only that in their case, it will 
be deducted next March. 

The worker, who faces a pay envelope slash, loses 
from 5 to 15% of his pay: the average has been 
estimated at 12% above the previous victory tax 
deduction. If he has paid 10% into bond purchases, 
and continues it, it will be an even larger deduction 
from his prior disbursable income. Will he, then, 
accept the deduction and continue buying bonds 
and goods, or will be agitate for a pay increase on 
the ground that the “Little Steel” formula, once 
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Cushing 


An overhead view of the Sixth Avenue entrance to 
Gimbel's Department Store in New York. 


applicable to cost-of-living formulas, now faces the 
fact that one end of the equation—income—is down 
by 12%? It is no use to argue that everybody pays 
taxes and that if everyone is to recoup them, no one 
really pays them at all, except the printing press 
eventually. The worker is not accustomed to pay 
taxes: for him they are a net abstraction and aimed 
at his standard of living, most of which is newly 
acquired. Nor does it meet the issue to say that he 
will have to pay. in any case and that his savings 
show that he would have had the wherewithal to pay. 
He does not reckon on a distant liability as he does 
on a present deduction: the distant prospect of taxes 
does not stop him when he wants to buy a hat, but 
the payroll deduction might. He saves what he can- 
not spend, true, and he has saved largely. But he 
wants to keep on saving, and he will reduce some 
consumer expenditure to keep on saving. He will 
certainly not be so extravagant on the margin of 
luxury expenditure and that is where most of the 
gain in retail sales has been registered. Better 
grades of ladies apparel have registered the greatest 
gains of all. 


The male is not a retail store spender. Five-sixths 
of purchases of goods apart from food (of that more 
than five-sixths) is feminine. Even men’s underwear, 
that sacrosanct, is bought more than 50% by wom- 
en. Hence the first query concerns the effect of the 
payroll deductions on (a) single women who will 
experience the sharpest increase of all in net taxa- 
tion and who have indulged in “fluff” expenditures 
for the first time on a large scale, (b) married 
women, especially soldiers’ wives, who have had an 
almost net increment by reason of entry into em- 
ployment, and who have been a great source of new 
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expenditures, (c) heads of families—male and fe- 
male, who have enjoyed payroll increases above the 
increased cost of living. Such are, for example, the 
large negro population who have risen from un- 
skilled pay or relief into better paid war work. The 
sub-marginal groups include office help, salesmen, 
professional people, for whom this latest cut effec- 
tively must result in some kind of veritable depriva- 
tion. 

Many retailers, who expect a cut in sales, argue 
that it will do good. Inventories are being used up 
at too fast a rate. Once buying slackens, the retailer 
knows that he will be in business on a normal basis 
much longer: that he will not have to hand out 
bribes for either supply or delivery of merchandise. 
In the wine trade, one poor merchant told me that 
the whole “black market” flourished on the fact that 
wine was a seller’s market, and he was forced to pay 
out in tribute to various scoundrels in the trade, 
about all he got out of increased sales. He welcomed 
smaller sales. They would deflate prices, he assured 
me, and thus take away the racketeer power, and 
assure an orderly market. Whether the inventory 
conservers or the men who want to resume the old, 
honest style of assuring supplies are right, they both 
look to diminished sales at present prices, or similar 
sales, ultimately at lower prices, but in any case they 
expect a deflationary result. A cut in wages, many 
assert, whatever form it takes, gets rid of the feeling 
of elation, due to constant gains, that is a main- 
spring of careless buying. 

It should not be forgotten, too, that 


fuel and clothing have been more stable than food) 
it still is true that the net payroll command over com- 
modities rose by $1.3 billions per month. It is pro- 
posed to reduce the inflow of these monthly receipts 
by some 12% (roughly) of their present figure, 
that is the $7.9 billions now received. This means 
that the entire payroll surplus built up since 1941, 
that is since Pearl Harbor, will be cancelled. If, as 
most housewives maintain, the indices of the cost of 
living as computed by our Labor Department con- 
siderably understate the true gains in the cost of 
living, then the payroll increase will have not only 
been nullified, but, since it is spread over a larger 
number of earners, have actually been reduced, on 
a per capita basis, from pre-Pearl Harbor. 

This is the crude, general picture. But it does not 
deal with the distribution of payroll gains. In the 
Detroit area, actual average intake of the war work- 
ers is about $55 per week as against $32 in 1938, 
to take a depression year. These workers, facing 
an average diminution of $6 in their envelope are 
still well ahead of what they would have earned, 
even if employed, on a peace basis. But as tens of 
thousands of them are rural workers from the South, 
the payroll tax will not materially affect their sense 
of surplus, as it will that of the more steadily em- 
ployed skilled mechanical urban worker. The distri- 
bution of retail sales, by areas and type of goods, 
throws some interesting light on the question of how 
much business will recede in decisive sectors. 
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Taking the last quarter of 1941 and the first of 
1943 for comparison and allowing for seasonal 
changes, apparel sales are up by about 63%, drug 
store sales by 31% (largely cosmeti's), eating 
places gained 47%, but in this case steep prices 
reduce the amount of physical sales, and most of the 
gains have been in war-worker areas where little 
previous provision had been made for these require- 
ments. Food stores sales rose 24% but here price 
rises cancel most of the gains, and some hoarding 
accounts for most of the remainder. General mer- 
chandise sales rose by nearly 30% and as price rises 
were limited, this marks a true advance. Even fur- 
nishings increased about 12%, despite the limited 
number of new households, due to the absence in 
the Army of the largest new-marrying age group. 
This testifies to a true rise in the standard of living 
of the factory population, since the middle-class fam- 
ily, usually the largest source of these disburse- 
ments, has lost purchasing power, on balance. 

That consumption really has the features of su- 
perfluity is most clearly manifested in jewelry sales. 
These, whether high-priced precious metals and 
stones and fine watches, largely used a “hedge 
against inflation”, or in the cheaper costume iewelry 
field, show a post-Pearl Harbor gain of nearly 72%. 
Despite the shrinkage of automobile sales (a tremen- 
dous cash factor due to high unit price) and the 
loss of durable goods generally including a down- 
ward trend lately shown in hardware, retail sales 
throughout the nation seem to be a tenth higher for 
1943 than for 1942, and looked as though they 
would attain $63 billions for the year as against 
$56 billions in 1942. 

This was the calculation that has made merchan- 
dising stocks rise above the market. If they do well 
now, and will enjoy deferred demand in durable 
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Performance of merchandising stocks 
since the start of the war 
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goods, automotive accessories, installment sales, 
especially for furniture after the war, then they are 
the most promising of all investments. After all, 
the bottom limit of retail sales has never been any- 
thing like as bad as that of industry itself, or agri- 
culture itself, because of the irreducible minimum 
of large sections of consumer’s goods. The greatly 
increased cost of distribution, and the loss of inven- 
tories were considered merely temporary incon- 
veniences for the merchandising companies. 

But if the country has spent $32 billions in retail 
stores in the first half of 1943, and if the payroll 
tax lops off $8 billions for the last half from pay- 
rolls, then, arithmetically, we can expect a sale fig- 
ure of $24 billions, at best, in the latter half, (in- 
cluding Christmas sales), and, if consumer caution 
increases, no better than $22 billions. Such a shrink- 
age of sales might have some startling repercussions 
on retail trade, especially as replacement and oper- 
ating costs still have a tendency to advance. Retail 
stores, that have shown the largest advances, in the 
Detroit and Pacific Coast areas, may be the most 
disappointing of all, just as they have enjoyed the 
greatest popularity marketwise. 

This reduction of expenditure, though, may not 
affect the now popular retail stocks as much as 
might appear. In the first place, while the withhold- 
ing tax may slacken sales for the moment, in the 
long run, the nearness to the next March date of 
payment, would, under the increased rates, have 
begun to affect sales later in the year, perhaps near 
Christmas time. Secondly, the prophecy has been 
generally made that sales would fall off for want of 
inventory, so that if it now falls off for want of sur- 
plus income, the effect on gross sales is similar, 
except in one crucial feature. If sales had fallen 
off because of the short- (Please turn to page 376) 
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Plant of Southern Kraft Corp. at Panama City, Florida. 


Which Temporary ? 
Which Permanent? 


By JOHN D. 


ome was once a time when manufacturing indus- 
try centered largely in New England. Over the 
generations it has become ever more diffused and 
decentralized—responding to such influences as 
growth and shift of population and consuming mar- 
kets, expanded and improved transportation facili- 
ties, new sources of raw material supply, labor con- 
ditions, etc. In the period since the First World 
War—for a number of reasons—industry has been 
“on the march” more greatly and more swiftly than 
ever before. Now our industrial map is being further 
and greatly altered by the Gargantuan productive 
effect incident to the Second World War. 

As compared with pre-war status, the largest 
growth in industrial facilities and output has come 
about in the Pacific Coast States and the South— 
drawing labor from less industrialized or less active 
areas, with trade volume sharply expanded by the 
increment in population but even more so by high 
wages. For the sake of journalistic emphasis it 
would be easy to dramatize this vast shift—only a 
debatable part of which may be of permanent eco- 
nomic and financial significance—into a very con- 
siderable exaggeration. 

Before we have a further look at it — and its 
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C. WELDON 


potentialities—note for the record that on an abso- 
lute basis the industrial structure and consuming 
markets of the East and the Mid-West continue, of 
course, to dwarf those of the West and the South. 
Whatever the growth of manufactures elsewhere, the 
Kast and Mid-West will remain the industrial back- 
bone of America as far ahead as the writer can 
imagine. There would be nothing to get excited 
about in the present West Coast statistics of indus- 
trial volume if one omitted aircraft and shipbuilding 
—hboth swollen “war babies.” Moreover, as every 
statistician knows, percentage growth figures often 
are far more sensational than the reality behind them. 
For instance, the population of Nevada would be 
increased about 130 per cent if 2 per cent of the 
residents of New York State moved there (which 
they won’t). In an industrially puny state like 
Oregon or Mississippi, establishment of a war-time 
shipbuilding yard and a couple of big Army train- 
ing camps can make a whale of a difference in trade 
and “industry.” 

Aside from special war-time influences, the factors 
making for regional shifts—over lengthy periods of 
time—in the structure of industry and trade are 
both general and specific. For example, develop- 
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ment of the motor vehicle over the past generation 
was a general factor encouraging and facilitating 
industrial decentralization and diffusion because it 
so greatly added to the mobility of people and goods. 
To the extent that air transport de- 
velopment further increases our 
mobility, this will also in future en- 
courage decentralization. 

Policies of the Government are 
among the important general fac- 
tors, as are also the tax policies of 
states and localities. For example, 
cheap electric power—subsidized by 
the Government—and low property 
taxes are prominent among the de- 
cisive consideration inducing impor- 
tant industrial development in the 
South’s TVA area. Again, the gen- 
eral effect of “progressive” income 
taxation, combined with deliberate 
selectivity in the regional allocation 
of Government spending and Gov- 
ernment “capital” projects, is to level up consuming 
markets—and encourage industrialization—in hith- 
erto “backward” areas, partly at the expense of 
Eastern and Mid-Western taxpayers. 

Among the specific factors the most important 
are (1) the labor market; (2) the proximity of 
plant to raw materials and largest consuming mar- 
kets. Consideration of either, or the two in com- 
bination, may determine industrial migration. In 
the great and permanent shift of so much of the 
cotton textile industry from New England to the 
South there was a moderate sacrifice in proximity 
of largest consuming markets but against this were 
the decisive advantages of cheaper and more “man- 
ageable” labor, closer proximity to raw cotton, lower 
property taxes, more temperate climate, etc. Though 
Akron, Ohio, is still the rubber capital of the coun- 
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World's Largest Conveyor Belt at Grand Coulee Dam. 
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Changes in Volume of Manufactures 


New England 

Middie Atlantic 

East North Central ........ 
West North Central 
South Atlantic .............. = 
East South Central 
West South Central 


Pacific Coast 
NOTE: Only states which showed gain in dollar volume of industrial output 


in pre-war year 1939, as compared with 1929, were Alabama, Tennessee, 
Texas, Virginia, North Carolina, South Carolina, and Florida. 





try, it is so in much less degree than formerly. Here 
the partial migration was influenced predominantly 
by labor considerations. 

The tendency of national labor organization and 
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New Deal policy has been gradually to narrow sec- 
tional wage differentials; and war-time labor short- 
age is working in the same direction. After the war, 
with labor facing a buyers’, rather than a sellers’ 
market, the wage differential in the South, will re- 
vert part way to the former status. As a long run 
matter, however, it will not be as wide as formerly 
for two reasons: (1) despite bitter, rear-guard op- 
position, labor in the future will be more effectively 
unionized than before; (2) wage increases—within 
reason—will be more readily granted because ad- 
vanced industrial techniques will permit upward 
adjustment without increase in labor cost per unit of 
product. 


‘2 industrial migration to the South has not 

usted of moving old plants but predominantly of 
building new plants incorporating the latest im- 
provements in machinery and plant arrangements. 
The non-war industries that have made the largest 
plant investments in the South in relatively recent 
years—cotton textiles, rayon, chemicals, paper and 
pulp, oil and natural gas—are fields in which unit 
labor costs are notably low because of high mechan- 
ization or other inherent reasons. On the whole, and 
despite some exceptions, the importance of “cheap 
Southern labor” has been somewhat exaggerated 
in the Northern press as a factor inducing indus- 
trialization. 

In weighing the question of the permanence of the 
expanded industrial roles of the South and the 
Pacific Coast the most logical approach is to divide 
new plants into three classifications, as follows: 


(1) Those that have been established by private 
capital. It goes without saying that these are not 
“war” enterprises although most of them have a 
large war-time volume. The mere fact of investment 
reflects the considered judgment of experienced cor- 
porate managers that there will be adequate peace- 
time demand for the products. Among the more im- 
portant newer fields of capital investment in the 
South, rayon, chemicals and paper are, of course, in 
this class, as are the somewhat older and very impor- 
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tant expansions in cotton textiles, oil and steel. 

(2) Plants that have been financed wholly or 
mainly with Government funds but which pre- 
sumably will in more or less degree serve civilian 
consuming markets after the war. In this class are 
synthetic rubber and aluminum and magnesium. The 
South is prominently represented in all three; the 
Pacific Coast in the latter two. For these the future 
is obviously more conjectural than for industries in 
class (1). We don’t know what Government policy 
will be as regards disposal of these plants. No doubt 
the post-war market for aluminum and magnesium 
will be considerably larger than pre-war, but far 
under war peaks. At any rate, the present field of 
vision on it is none too clear; and the same is true 
of synthetic rubber. It is inconceivable that the 
latter plants will be scrapped, but the post-war roles 
of synthetic and natural rubber remain to be clari- 
fied—depending partly on public policy, partly on 
price factors. Plywood is a fast-growing field—less 
complicated by Government financing than synthetic 
rubber or the lightweight metals—of considerable 
future promise to the hard-wood producing Far 
West. It will hardly be a major industry. 


The War Plants 


(3) Government-financed war plants making 
products either without any civilian market or in 
which civilian markets for many years to come seem 
likely to be a small fraction of present war demand. 
The most important of these to the South and the 
Pacific Coast are shipbuilding and aircraft; with 
ordnance, shells, etc. of secondary importance. The 
question here is wholly one of how soon and how 
rapidly the Government tapers off or terminates the 
contracts. For Pacific Coast industry this is a defla- 
tion potential—indeed, probability—of the first 
magnitude. For the South as a whole it is less so 
because of the much stronger economic foundation 
for manufacturing industry on an ex-war basis. 

In both the South and Pacific Coast States, a 
goodly number of individual communities, now 
boomed greatly by new shipyards or new aircraft 
plants or both, have an inevitable day of deflation 
coming in employment and trade. The same is true 
of scores of smaller towns and cities wherein trade 
has been fantastically swollen by establishment of 
large Army camps or Naval training stations. As 
compared with the rest of the country, the South and 
the Pacific Coast have been above-average bene- 
ficiaries in this respect because favored by climate, 
more open spaces and possession of the major share 
of the nation’s total ocean coasts. There are going 
to be some ghost towns, and many that will look 
somewhat ghost-like in comparison with present 
feverish activity. 

Which ones are likely to be the ghost towns is a 
matter beyond safe prediction. It depends upon the 
relation of abnormal war activity to normal peace 
activity; also upon the size of the more or less 
permanent military establishment that the Govern- 
ment elects to maintain; also upon the success of 
pressure groups, working through their representa- 
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tives in Congress, in getting local “pork” as repre- 
sented by continuing maintenance of certain Army 
camps or other war projects. 

Prominent among the localities boomed ab- 
normally by shipbuilding are Norfolk, Wilmington, 
Savannah, Jacksonville, Tampa, Mobile, New 
Orleans, Houston, Galveston, San Diego, San 
Francisco, Portland and Seattle, and various smaller 
localities. War-swollen Seattle appears doubly- 
vulnerable to post-war shrinkage since industrial 
and trade expansion has been founded prodom- 
inantly on the double base of shipbuilding and air- 
craft (Boeing bombers). Aircraft is a giant indus- 
try in various California communities, notably in 
the Los Angeles area and San Diego. After the war 
it will certainly be a smaller industry for many 
years to come. Aircraft is much less important to 
Southern industry than to the Pacific Coast, 
although the South—or more specifically the South- 
west—has a substantial stake in this field as mainly 
represented by huge bomber assembly plants at 
Dallas and Fort Worth, and at Tulsa, Oklahoma. 

Despite the large volume of publicity given to the 
ambitious post-war plans of the West Coast’s 
dynamic Mr. Kaiser, the region’s industrial pros- 
pects on an ex-war basis do not look sensational— 
to put it mildly—to this writer. Largely on the 
basis of post-war aircraft, plywood, aluminum and 
magnesium—plus light consumer goods manufac- 
ture to serve a population which, mainly in Cali- 
fornia, had been growing at far above the national 
rate even before the war—the region no doubt will 
have a goodly permanent gain in industrialization 
and even perhaps a modest increase in its percentage 
of total peace-time volume. For perspective, its in- 
dustrial volume in the pre-war year 1939 was ap- 
proximately 6.6 per cent of the national total, with 
California accounting for (Please turn to page 384) 
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New Perspectives on Many Industries 
Depend on Raw Materials Reserves 


HUTTE 


{ unrivalled development of the United States 
and the gigantic size of its corporations has pri- 
marily been dependent on its lavish natural re- 
sources. No similar area on earth had so rich a soil, 
such abundance of mineral resources, fuels, wood, 
water-power, river routes, all in a temperate climate. 
The sparse population considered it inexhaustible 
and acted accordingly. 

By the opening of the century, however, it was 
patent that our forest resources were going, and 
President Theodore Roosevelt, sensing disaster, ini- 
tiated the conservation program. Soil erosion due to 
deforestation was tackled and so was the replacement 
of standing timber, but only half-heartedly. The 
“Dust-Bowl” crisis of the early Thirties, indicated 
that sub-marginal lands exhaust quickly. The 
emphasis on one crop—cotton—in whole areas, 
ended by the soil continuing to produce only through 
overdosing by fertilizers. Liming and better culti- 
vation methods were spread by agricultural colleges, 
so that on the farm front, by and large, the country 
has shifted from “mining” the soil to husbandry. 
That is, the conservation of resources. The frontier 
is gone: cheap good land does not exist. Like the 
European we have begun to learn to make the most 
of what we have and to treat it as an heritage. 

But in the exhaustible minerals and fuels, even 
the conservationists have taken no steps to assure 
the longevity of our reserves. We have acted as 
though copper and iron grow. Regrettably they 
do not. The enormous development of the auto- 
mobile industry resulted in an attack on petroleum 
reserves that consumed in one generation what it had 
taken millions of years for nature to store up. As a 
result, pessimists have predicted that our entire 
standard of living is temporary, founded on a ficti- 
tious industrialization, and that our grandchildren 
will look on the ruins of our industry (based on 
vanished natural resources) as the helpless medieval 
peasant gazed on the extinct grandeur of Rome. 

It must be remembered that optimism is a new 
phase in human behavior. The American, that 
prince of forward-looking persons, think that peo- 
ple who cry disaster are “nuts” or “knockers”. By 
nature a “booster,” he does not know that European 
economics is founded on pessimism. Ricardo based 
classical economics on the law of diminishing re- 
turns: Malthus on the niggardliness of nature, Mill 
on the certainty of declining profits, and all on per- 
petually increasing misery. 

America turned their wisdom into folly and 
laughed them to scorn. Every pessimist was tri- 
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umphantly refuted. The world will starve for want 
of wheat, said the great Sir William Crookes in 
1895. ‘Then came Manitoba wheat. Coal will be ex- 
hausted: it is the only important source of fuel, said 
another expert. The automobile motor put him to 
shame, as did the Diesel development. After win- 
ning all along the line for a century, the American 
investor has disregarded every analysis showing 
possible limitations of raw materials. He is sure that 
if we scratch a little more, there is more where the 
other stuff came from. 

Fortunately, corporations, run by cold-blooded 
accountants, have not been so poetic. They have laid 
aside ample reserves for depletion. They have gone 
abroad to supplement supplies. They have intensi- 
fied operating economies so as to conserve materials 
by increasing their utility in manufacture. The net 
result has been an increasing abundance of supply, 
a surplus so embarassing that it undermined the raw 
materials price structure from 1929 to 1933. Noth- 
ing worried the corporate investor less than a short- 
age of supply. Only the intensified use of raw ma- 
terials in the war effort has brought cur reserves 
into question once more, and this time seriously. Let 
us first see the specific estimates of how long our re- 
sources may endure. 
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If iron ore is withdrawn at pre-war rates, high 
grade ore reserves will be exhausted in from thirty 
to forty years. Economically, of course, the cost of 
mining will crease greatly long before we approach 
the theoretical end of these reserves. Copper, with 
accompanying deposits such as silver, lead, zine and 
even gold, should be wholly exhausted in 28 years, 
also based on pre-war extraction rates. As to man- 
ganese, upon which such hopes are based as a sub- 
stitute; bauxite, from which our aluminum comes; 
lead mines (especially in Missouri); zine and our 
California mercury production: none of these 
cheaply mined ores seem to have a twelve-year life 
in them. Silver and gold, where they are primary 
productions, seem to have twenty-five years at best. 
Such invaluable alloys as tungsten and chrome and 
vanadium are very thin and shortlived. Our domestic 
production had best not be counted on. 

As to petroleum, while the shortage here is far 
less acute, the rate of gain has slowed up, and all 
geologists foresee a lower rate of discovery of new 
sources. In ten years or so we. ought to feel the 
pinch and in from thirty to forty they will be ex- 
hausted in the economic sense: that is their cost of 
production will be out of sight compared to present 
cheapness and easy availability. What is true for 
petroleum, is, of course, also valid for its corollary, 
natural gas as a cheap fuel. Coal (bituminous that 
is), is for all practical purposes, eternal, and water- 
power has some margins left, though nothing like 
its relative possibilities at this century’s start. 


The Alternative Possibilities 


It is easy to be overimpressed by such calcula- 
tions. On the face of it, a concern, such as U. S. 
Steel, so largely dependent on its superb Mesabi 
iron ore reserves, would be seriously affected, as 
would the copper shares and producing oil prop- 
erties, such as Humble. But against these 
mechanical calculations of how long their re- 


competitors — that is, make new lines of products. 

Price is not the only point to consider in this 
connection. Sometimes the concrete utility of a raw 
material is such that any substitute, even at com- 
petitive price levels, will not turn out certain special 
results, and hence the substitute may take care of 
one part of the market, while the exhaustible raw 
material holds the other. This may extend its life 
by many decades. 

Foreign production and imports are the most ob- 
vious hedge for domestic producers with depleting 
reserves. The copper companies have been remark- 
ably foresighted in acquiring Chilean, Peruvian and 
even African interests and they have brought that 
copper here for smelting and fabrication. In this 
move, tariff policy will not be a factor, for if the 
producing and importing interests are the same, 
then foreign and domestic production are both 
really part of domestic production, so that there 
will be no special interest to oppose free imports. 
The only factor against this might be the national 
self-sufficiency policy to assure full domestic supply 
of crucial raw materials in case of war. But here too 
imports, by being used for a stockpile, are favored 
rather than an emphasis on wasting production at 
home. The national safety is a long-term considera- 
tion. Hence, as our oil discoveries slacken, and as 
our companies recruit supplies from Venezuela and 
Arabia, the War and Navy departments would 
rather encourage such apparently dangerous and 
far flung investments. True, they may fall in enemy 
hands, but in the meantime, they permit a serious 
strengthening of reserves, and reduce the rate of 
depletion of our domestic supply. By building 
domestic treating and converting plants, we can 
first take care of our foreign supply, and, if that 
is shut off, immediately utilize our conserved do- 
mestic supply to the full, since we would have 
excess facilities ready. 
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Synthetic production of substi- 
tutes has been made popular by 
the war. Germany and Russia, 
driven either by insufficiency of 


i : Aluminum Copper Iron Ore Lead Zinc Silver Petroleum Index 
production or forei gn exchan ge 4000:..;...-.... 2.6 303.1 27.6 260.9 123.9 57.6 63.6 102 
fs . : 9093..:......... 23.7 612.2 62.0 411.9 337.3 66.8 248.4 198 
shortages, were pioneers in re 62.4 954.3 69.7 539.9 492.4 67.8 355.9 254 
Ersatz, in mass production of J  — 114.0 1001.4 73.0 672.5 612.1 61.3 1007.3 364 
i oleums. rubbers iT} eo 146.4 834.7. 72.1 443.1 551.2 71.9 «1278.2: 376 
substitute petroleums, rub : 108t:.......... 280.0(Est.) 966.1 92.5 470.5 652.6 72.3 1404.2 508(Est.) 





sponge materials, casein wools, 
and a host of other, by now, com- 


monplace synthetics. The eco- war ‘basis. 
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Mineral extraction of the United States — relative indices 


NOTE: 1900 end of last century; 1913, last year before World War 1; 1918 War Year; 
1929, top year wr cycle; 1937, top year secondary recovery; 1941, conversion to 
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nomic point of such syntheses was, 
‘at the time, higher than the cost of 
raw material imports, but cost is not the only factor 
in such synthetic manufactures. The United States 
will not permit itself, ever again, to be at the mercy 
of raw rubber, and it will pay a stiff premium for 
safety. If the new German coating on tin cans, can 
eliminate the use of tin, and do just as well, then 
tin will not be our master, as it has been. But a lim- 
iting factor in syntheses is the raw materials from 
which the synthetics are derived. Those resulting 
from coal, water and air, have an unlimited base: 
those where steel coatings are substituted for tin, 
speed up the draft on our iron ore reserves. The 
synthetic weapon is no stronger than the supply of 
its base materials, so that here it is the desirability 
of shifting from the more exhaustible to the more 
enduring supply that may determine the future of 
production. We may reach a point where the silk- 
worm can come back as against the diminishing sup- 
plies of acetate, and its rayon derivatives due to the 
expense of base materials. Animal transport and 
power and plain elbow-grease, as in bicycle use, have 
had an unexpected revival in Europe, while desired 
armaments production has gone up steeply, using: 
the metals and petroleum thus conserved. 

One important use of sythetic production, apart 
from all physical considerations, is that by multi- 
plying the sources of manufactures, they act as a 
limit to the hold-up price exacted by the producers 
of a given raw material, since the manufacturer 
then has an alternative source of supply. By limit- 
ing price, it helps to limit production and thus con- 
serves raw materials. 

Conservation policy will become much more im- 
portant. No government is going to see the iron ore, 








Piles of ore in one of the yards of the Republic Steel Co. 
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copper and petroleum sources of this country ex- 
hausted more rapidly than need be. Wasteful and 
submarginal producers will most likely be compen- 
sated or regulated, and their supply kept intact 
for use when the cheap, easily mined, high grade ores, 
or most valuable wells, are no longer cheap pro- 
ducers. A staggered scheme of production, accord- 
ing to costs, may be a necessity, perhaps imposed 
by each industry on itself. 

Possible shortages in the supply fields have been 
met by conservation programs of a more drastic 
type. The amassing of aluminum pots and pans by 
communities, the utilization of rubber for reclama- 
tion by filling-station collectors, the uses of waste 
fats for explosives, indicate what a wealth of second- 
hand materials we have disregarded. The life of our 
mineral and fuel reserves could be extended by a 
continuation of the good habits set up in war time. 
“The iron that there has been in Germany for two 
thousands years must be around somehow, even if 
rusted,” Bismarck exaggerated, but he was not far 
wrong. A one-third greater use of iron ore has come 
from the widespread employment of scrap and the 
scrap metal market is no less a factor throughout. 
Reconversion, reconditioning and repair of utensils 
made of such materials are another slowing up fac- 
tor, which will increase as production prices rise and 
act as natural makeweights. Better processes of 
manufacture are, perhaps, the greatest conservers 
and extenders of all. Improvement in the cracking 
process has quadrupled the gasolir: yields of crude 
petroleum. The widespread use of Diesels may 
utilize low-grade fuel oils where high-grade prod- 
ucts have hitherto been demanded. Increased tensile 
strength in metals also increases their 
operating longevity. The development 
of alloy metallurgy, too, is still in its 
infancy. The i increasing economy in the 
use of primary metals by reason of 
alloys with the rare metals has begun a 
long and prosperous career. 

The early price implications of lessen- 
ing reserves are also diminished by the 
abundance of war production. True, 
this production greatly accelerates the 
use of ore and fuel reserves, but it also 
leaves a great stockpile at the end of 
the war, and this stockpile is there to 
compete with increased capacity for 
mining and processing. Hence the first 
result of the (Please turn to page 380) 
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Should Aircrafts Be 
Peace Stocks? 


As 


BY GEORGE 


Rx post-war problems confronting the aircraft in- 
dustry are best illustrated by the fact that 1943 
sales of planes, engines and propellers are expected 
to reach twelve billion dollars, well over twice the 
1942 volume of $5 billions. At the start of this year, 
the industry’s backlog of unfilled orders was approx- 
imately $22 billions, sufficient to maintain operations 
at the present rate for over two years. In this back- 
log, the automobile industry, by way of sub-con- 
tracts and otherwise, participates to the extent of 
$7 billions. 

These figures at once point to the root oi the 
trouble: What to do with the immense plant capac- 
ity, largely Government owned, when the war is over. 
They also serve to illuminate the importance of Gov- 
ernment policy as a factor in the post-war readjust- 
ment of the industry. 

When peace comes, the aircraft industry will find 
itself with plant capacity sufficient to produce over 
twenty times the output of pre-war years. Many of 
these plants will be Government-owned, and while 
some will probably be junked, the greater portion 
will be available for purchase or lease by private 
interests. In other words, the industry, on the thres- 
hold of a new development phase, will find itself with 
an enormous excess capacity, a drastic decline of 
business, and an extremely involved competitive 
situation to reckon with. While the war has hastened 
the maturity of the industry, it also hastened the 
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An American Airline 
Passenger Transport 


Held 


W. MATHIS 


evolvement of a development pattern different from 
that of earlier days. The earlier pattern in many 
respects was comparable to that of the automobile 
industry prior to the twenties; the post-war pattern, 
in the opinion of many well-informed observers, is 
likely to follow the trend towards concentration so 
evident in the automotive industry during the last 
two decades. In other words, it is expected that com- 
petition in the field may eventually boil down to 
three or four major companies with many of the 
smaller ones either forced against the wall or 
absorbed by the larger enterprises. 

This outlook is fully, perhaps exaggeratedly, re- 
flected in the market behavior of aircraft equities. 
Paradoxically, during 1937 the public envisioned 
the future growth of aviation to an extent where the 
stocks of leading companies sold on an average of 
over 60 times their current earnings and over five 
times their book value. Today, with developments 
and prospects of aviation—due to war-born progress 
advanced far beyond earlier expectations, these 
same stocks, in contrast, are selling on an average 
of only four times 1942 earnings and mostly below, 
some few moderately above, book value. The in- 
ference is that peace prospects are valued little in 
the present market which apparently is fully dis- 
counting, if not overdiscounting, the competitive, 
financial and technical questions arising after the 
war. 
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To be true, these are formidable enough and 
bound to leave a deep imprint on the status of every 
company, but there are certain fundamental facts 
which should not be ignored. As to plant capacity, 
it should be remembered that virtually 93% of war- 
time plant expansion was financed by the Govern- 
ment, thus relatively very little of the industry’s 
own funds will be tied up in excess capacity when 
the war ends. Industry-financed capacity most cer- 
tainly will be insufficient for post-war requirements ; 
this provides a market for at least part of the Gov- 
ernment-owned plants which the companies should 
be able to take over on a reasonable cost basis. In 
the financial sphere, a drastic decline in earnings 
must be anticipated, but there is an excellent offset 
in the existing tax buffer: two-thirds to three-quar- 
ters of the earnings drop may be balanced by federal 
tax savings. Also, any drop in income due to re- 
negotiation should to a very considerable extent be 
at the expense of taxes. Moreover, for financial 
strength to tide them over the adjustment period, 
most companies will have a backlog of cash or credit 
obtainable from three sources: (1) special reserves 
for contingencies and readjustments, (2) post-war 
tax refunds, and (3) refunds due to overpayment 
of taxes where past earnings are renegotiated. On 
the whole, however, the industry’s capital needs may 
be expected to exceed available liquid funds; it will 
almost certainly have to turn to the capital market 
to finance post-war business. 

While the industry after the war must undergo 
a contraction and readjustment phase which is 
bound to be difficult for many companies, the general 
outlook is favorable, measured by pre-war standards. 
Growth of the commercial airlines will have gained 
strong impetus from the war. The public will be 
much more air-minded and the large air force 
personnel released after the end of hostilities should 
prove a good market for small private planes 
although this particular expansion phase will largely 
depend on income trends. The readjustment period 
should be less difficult for the makers of large bomb- 
ing and cargo planes who can be expected to change 
over without too much difficulty to the manufacture 
of passenger and freight planes. Boeing, Douglas, 
Lockheed, Glenn L. Martin and Consolidated-Vultee 
fall into this category. Makers of small training 
planes should be able to concentrate on small planes 
for private use; a number of them, before the war, 
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post-war status is highly 
uncertain although, of 
course, military orders should be considerably larger 
than in pre-war years as a sizable peace-time air 
force may be a national policy for some time to come. 

Nonetheless, the industry, even today, is ap- 
proaching its post-war difficulties in a constructive 
manner. Special emphasis was placed on building 
up working capital by conserving a goodly part of 
high war-time earnings. This trend is illustrated in 
the accompanying statistical table. In addition to 
working capital, sizable reserves were created. At 
the end of last year, for instance, United Aircraft 
had set aside for post-war contingencies a total of 
$23.89 millions; Lockheed $12.66 millions; Douglas 
and Boeing $6.87 and $7.81 respectively; Con- 
solidated-Vultee $4 millions. Besides, company- 
financed plants are being amortized at a fast rate. 
All this should leave the majority of companies in a 
relatively healthy financial position; this is impor- 
tant, should the need for credit arise to take ad- 
vantage of post-war opportunities. 

The paramount question, that of actual peace- 
time prospects, still remains unanswered. In fact, no 
unqualified answer appears feasible at this time, con- 
sidering the many imponderables involved. How- 
ever, a realistic appraisal of the outlook should per- 
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mit at least guarded optimism as to the future of 
the major components of the industry. A very 
simple criterion of peace prospects might be to ask 
whether the companies are likely to do as much bus- 
iness after the war as they did in 1940. The answer 
should be yes. In 1940, about 6,000 military planes 
were manufactured, and perhaps 4,000 civilian and 
commercial planes. Taking into consideration all 
potential outlets, and potential post-war demand, 
the output should easily run higher. Earningswise, 
1940 was, for the majority, a rather good year. The 
most interesting question naturally is how impor- 
tant air transport may eventually become. The first 
world war taught us to fly; the second is teaching us 
that substantial cargoes can be reliably transported 
by air. If they can be transported economically as 
well, it should add immensely to the industry’s post- 
war potentialities. While this point is still contro- 
versial, there are important straws in the wind. One 
is the interest in air cargo transport taken by the 
railroads and railroad equipment companies. A staff 
report of the Illinois Central Railroad, after care- 
fully studying the matter, came to the conclusion 
that “transportation of freight by air is on 
the way and will forcibly establish itself during the 
post-war era.” 


Excellent Expansion Prospects 


The potentialities of the passenger transport field 
are well known; they are constantly kept before the 
public and the latter, it appears, has readily ac- 
cepted them. They are no doubt huge, and genuine; 
in fact, enough so that responsible quarters foresee 
the need for post-war financing of new equipment 
and supplies of established air lines running as high 
as $300 millions in the first three years after hostili- 
ties cease. While the Government 
probably will have a large fleet of 
transport planes and _ bombers 
capable of being refitted as trans- 
ports, the general belief in aviation 
circles seems to be that the majority 
of Government planes will be obsolete 
for commercial purposes. This, of 
course, is a somewhat moot point and 
moreover leaves open the matter of 
Government policy, potentially an 
important one. On the other hand, 
there is logic in the contention that 
post-war competition will force de- 
velopment and use of new transport 
planes. Plans are now in the blue- 
print stage for planes with from 200 
to 400 person capacity. Others, less 
radical innovations but farther ad- 
vanced, await only the return of 
peace to replace the existing and 
rather outmoded equipment. All to- 
gether, because the possibilities of air 
travel are still largely untapped, 
there is a good chance that what is 
generally considered conservative fig- 
uring may prove as misleading as 
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what is thought to be rampant optimism. Indeed, 
air travel bids fair to change the economic face of 
the globe as rail travel changed the economic face 
of America during the past century. 

Equally promising appears the field of private 
flying, already referred to. While its scope is neces- 
sarily circumscribed by economic factors, such as 
employment and income trends, it nevertheless 
should be large and constantly growing. Over the 
longer term, it may eventually begin to rival the 
automobile as a medium of private transportation 
but no such development is likely at least for a 
decade or longer. 

Last but not least in the outlook picture are the 
export possibilities; they should be substantial and 
perhaps more immediate of realization after the war 
than the domestic field of the private plane. In this 
connection it may prove useful to realize that the 
greater part of the world has never known adequate 
modern transportation. These areas are not likely to 
get it in terms of railways; more probably they will 
get it in airways. South America, China, Russia are 
good examples. So is our neighbor, Canada. 

What all this amounts to is that the growth factor 
is still an important element in the aircraft industry, 
that is growth and development on a peace-time 
basis. Clearly, war-time volume and earnings repre- 
sent entirely abnormal conditions which we hope will 
not recur again. They afford no suitable yardstick, 
except in respect to experience gained and efficiency 
achieved. The latter of course are invaluable and 
should enhance prospects immeasurably. With their 
help, strong companies with adequate plant facilities 
will be in an excellent position to profit from the 
widening markets of the future. In appraising the 
outlook for the various components of. the industry, 
intangibles such as management and engineering 





Workers operating a battery of drill presses in one of the 


Curtis-Wright Corporation's airplane plants. 
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skill may eventually prove more important than bal- 
ance shgets and income accounts. While the war 
lasts, emphasis will be entirely on production, re- 
gardless of costs. However, peace will bring a return 
to a competitive price economy and an outstanding 
war-time production record may be no guarantee of 
peace-time success when the rules are different. Abil- 
ity to produce at an economic cost and to sell in a 
competitive market will then become a mark of suc- 


cessful management. Equally important will be en- ° 


gineering talent, the ability to create new and better 
planes. Sound and conservative business practices 
will be another determining factor. 

Judged in this light, such companies as United 
Aircraft, Douglas, Consolidated-Vultee have already 
proved their worth; their managements have been 
outstanding in guiding the companies from small 
beginnings to a leading role in the industry. Curtiss- 
Wright, Lockheed and Glenn L. Martin can also 
look back on a record of steady growth. While they 
all face important post-war hazards, their past 
ability to progress when the going was difficult 
should inspire confidence in their future. 

United Aircraft in particular has developed into 
one of the largest and most diversified domestic pro- 
ducers. Primarily a builder of aircraft engines and 
propellers, which account for some 75% of sales, 
the company now is also making diverse war planes. 
It has the most distinguished earnings record of all 
and paid a dividend of $1 or better since 1937. Its 
Pratt & Whitney division is one of the principal 
factors in American aircraft engine output. The 
Hamilton-Standard Propeller division has been a 
source of important royalty income from numerous 
licensing agreements. The newly formed Sikorsky 
heliocopter division, now producing the famous 





Handling mail and freight on an United Air Line plane. 
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Sikorsky heliocopter for the Armed Forces, may yet 
turn out to become the company’s best future income 
producer in view of the wide public interest it has 
met. However, the helicopter is still in its infancy 
and it will take some time until an efficient machine 
can be produced on a mass production basis. United 
Aircraft is well known for its efficiency and conserva- 
tive business practices, and leading in technological 
research. Even now, under pressure of tremendous 
war production, it has shown itself continuously on 
guard against the somewhat wasteful processes in- 
herently characteristic of war production where 
speed is the first requisite. All this should augur 
well for the company’s post-war status in its field. 
The company’s gross plant account at the end of 
last year amounted to $36.08 millions compared with 
$8.76 in 1935; net plant was $7.77 against $5.79, 
a very moderate expansion indeed. Working capital 
has been built up steadily and liberal reserves were 
set aside for post-war re-adjustments. In the post- 
war world of aviation, United should play an impor- 
tant part. Its common, yielding 8.3% and selling 
about six times earnings, does not appear overpriced 
at the current quotation of about 36. 


Douglas, second largest airplane contractor and 
still expanding, has long held a dominant position 
not only as a supplier of military planes but as the 
maker of the famous Douglas transports. As such, 
its outlook is rather favorable and the company 
should retain its leading position in the transport 
field, potentially perhaps the most profitable after 
the war. Past earnings were substantial and good- 
sized dividends were paid since 1938. Its excellent 
earning power prior to the war, its progressive man- 
agement and research staff speak well for the com- 
pany’s peace-time prospects. Gross plant in 1942 
is estimated at $16.10 millions 
against only $1.19 millions in 1935; 
net plant is $13.16 against $0.94 mil- 
lions. Of net plant, about $11.91 
millions represent investment of own 
funds. The company has set up con- 
tingency reserves of $6.87 millions; 
book value amounts to $88 per share, 
considerably above the current mar- 
ket price of about 68. The latter is 
only 3.7 times 1942 earnings; the 
yield is 7.3%. Hundreds of Douglas 
air transports, standard equipment 
for scores of airlines operating in the 
United States and throughout the 
world, which were delivered prior to 
Pearl Harbor, are now serving with 
distinction in the Air Transport and 
Troop Carrier commands. It is a safe 
prediction that they will continue 
standard equipment of many air lines 
after the war. The relatively large 
proportion of self-owned plant capac- 
ity may, however, inject a certain 
competitive element, namely that of 
meeting competition operating after 
the war in low-cost Government- 
owned (Please turn to page 382) 
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Mechanization comes to the farm; modern grain production. 


FARM EQUIPMENTS 


BY 


QO. ALL the major industries participating in war 
production, the agricultural machinery group ap- 
pears destined for earlier and—during war-time— 
more complete reconversion to normal business than 
any other. This of course is no reflection on the 
industry’s war effort. Rather it implies final recog- 
nition of the importance of food as a military 
weapon. The farm machinery industry never was 
more than partially converted to war work. Per- 
centagewise, the proportion of war output of indi- 
vidual companies in relation to total volume fluctu- 
ated widely, the result of WPB’s concentration pro- 
gram under which a large part of farm equipment 
production was transferred from the major to the 
lesser companies. Hence the decline in normal line 
output of the major producers far exceeded the 
industry average and that of the smaller units. 

In 1942, materials available for new equipment 
making were limited to about 80% of the quantities 
used in 1940. This year, the first quarter allotment 
was drastically cut to only 20%, but for the second 
quarter moderated to 40%. Realizing that this up- 
ward revision was still inadequate to meet the vital 
war-time food production goals, WPB a few weeks 
ago finally readvanced future allotments, beginning 
July Ist, to 80% of 1940 levels with the provision 
that special emphasis during the third quarter 
should be given to the manufacture of harvesting 
machinery for this year’s crops. While according 
to trade views, this step probably came too late to 
be of much help in increasing agricultural output 
in 1943, as it will require some time to get needed 
materials from the mills to the manufacturing 
plants, it will mean a considerable lifting of normal 
line production for the remainder of the year. More- 
over, there is hope that the concentration program 
will soon be relaxed, if not entirely abandoned, in 
order to enable the major companies to raise normal 
line output. Prospects for such a step are said to 
be good for two reasons. First, failure of the con- 
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centration program to function properly due to the 
less efficient distribution facilities of the smaller 
manufacturers; and second, the considerable reduc- 
tion of the backlog of war orders due to recent con- 
tract cancellations. 

Under the new set-up which also permits unlimited 
manufacture of repair parts, farm equipment pro- 
duction this year may come near $500 millions, 
according to trade estimates, compared with $763 
millions last year and $746 millions in 1941. Should 
the 80% allotment basis continue through 1944, 
production next year should exceed considerably the 
projected 1943 figure, the exact extent depending 
on the volume of repair parts production. 

This development should greatly benefit future 
earnings of the industry. Income from normal line 
production, despite higher taxes, will exceed mate- 
rially the admittedly slim margins on war orders. 
Reflecting the great need for farm machinery, the 
situation points up the rapidly accumulating de- 
ferred demand of farmers for equipment, the result 
of Government control and limitation in the face 
of sharply rising agricultural purchasing power and 
heavy demand for farm products. Under normal 
conditions, annual production of the industry has 
maintained a fairly close correspondence with the 
trend of cash farm income though year-to-year fluc- 
tuations have run wider than those in general manu- 
facturing industries. During periods of low crop 
values, the relatively durable character of farm 
equipment permits postponement of replacement 
purchases, while recovery in output during periods 
of rising income has been, in the past, accentuated 
by the introduction of improved models. In con- 
sequence, a net uptrend in annual sales volume has 
been maintained by the industry in recent years. 
Though temporarily interrupted by war restrictions, 
this trend is expected to continue sharply upwards 
for some years to come. The deferred demand ac- 
cumulated by the end of 1943 is variously esti- 
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mated from one to 114 billion dollars in value. 
This total, by no means improbable, would amount 
to nearly two year’s output based on 1942 sales. In 
computing this deferred demand, it is pointed out 
that Government restrictions reduced 1942 sales to 
$700 millions from a potential $1.1 billion on the 
basis of total cash farm income of $16 billions last 
year. This alone resulted in a deferred demand of 
ever $400 millions. With cash farm income in 1943 
likely to reach $18.8 billions, farmers would nor- 
mally be expected to purchase some $1.3 billions 
worth of farm machinery, including replacements. 
Domestic sales this year will, however, probably 
amount to no more than $500 millions under existing 
restrictions. Thus deferred demand for 1943 plus 
that of the previous two years indicates cumulative 
unsatisfied requirements of fully $1200 millions. 
While such a calculation is of necessity tentative, a 
deferred demand of around $1 billion is held assured 
even by conservative estimators. This on the premise 
that demand for agricultural products is bound to 
continue heavy for some years to come, even when 
the war is over, and that farm prices are not likely 
to decline drastically under such circumstances. 
Farm buying power, consequently, should continue 
at a high level for a considerable period. When it 
eventually does decline, it is argued, farmers by then 
should have accumulated substantial surplus funds 
as the rising net farm income has also been cumu- 
lative to some extent because of the dearth of avail- 
able spending outlets in the consumer goods field 
In short, future demand for agricultural equipment 





Allis-Chalmers 
Threshing and binding on a Dakota farm. 








is considered not only very substantial but solidly 
assured for a number of years. 

In the past, domestic sales of farm machinery 
fluctuated from 2.3% to 5.6% of cash farm income. 
The percentage in 1942 was 4.3% compared with 
the 1937 high of 5.6% and the low of 2.3% in the 
depression year of 1933. Farm income in 1942 was 
$16.13 billions, in 1943 it is estimated at about $18.8 
billions against the 1937 figure of $9.11 billions. 


Since the use of farm machinery depends as much on 


farm buying power as on the demand for farm 
products, the combination of the two—expected at 
record highs after the war—should assure the indus- 
try the best market in its history. 

The stock market has already begun to discount 
this excellent outlook; even during recent reaction- 
ary or indecisive periods, farm machinery equities 
have made good advances. All issues have benefited 
from this tendency, resulting in a notable contrac- 
tion of yields for the entire group. International 
Harvester, by far leading in point of sales, resources 
and research, is perhaps the only equity of its type 
considered suitable for long-term investment as by 
its very size and diversification the company has be- 
come increasingly less vulnerable to the normally 
sharp cyclical swings of the industry. Allis-Chalmers 
and Deers Co., while progressive and excellently 
managed, are rather more sensitive to cyclical in- 
fluences while J. I. Case and Oliver Farm Equip- 
ment, in the past, represented strictly speculative 
situations, the former by virtue of its erratic earn- 
ings record, the latter in view of its somewhat re- 
stricted financial situation, added to the hazards of 
a highly cyclical business. 


Excellent Earnings Ontlook 


For the remainder of the war and a considerable 
period thereafter, these distinctions, however, may 
be safely ignored, as the potential markets will be 
big enough and profitable enough for all to reap 
material benefits. Moreover, reconversion should be 
relatively painless, especially for the smaller units 
where the percentage of converted capacity is 
limited. However, all have created sizable reserves 
to take care of rehabilitation and post-war read- 
justments. 

International Harvester, the foremost producer 
by a wide margin, has the advantage of being fully 
integrated, operating its own iron ore and coal 
mines, steel mills and coke ovens. Few corporations 
possess the outstanding financial strength of this 
enterprise. The company has established large re- 
serves against exchange fluctuations and for post- 
war contingencies, the former amounting to $22.11 
millions, the latter to $20 millions. Working capital 
amounts to $286 millions. Investments in enemy- 
held countries, amounting to $9.38 millions, are 
completely written off. Last year, the company’s 
capacity was to a large degree converted for war 
work resulting in slightly smaller 1942 sales against 
1941. More recently, several war contracts were 
cancelled, notably for tank production but rising 
output of farm equipment is expected to more than 
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J. I. Case limits its 





Book Earnings Per Share 
Value 1936-39 

Per Share 1942 1941 1940 Avge. 1942 

41.93 3.34 3.23 2.84 2.55 1.00 











Name of Company 
Allis Chalmers ............... 


RE Ry ssiceco nds scrcitrcccsee 32.03 3.51 4.03 3.33 2.91 1.35 
International Harvester. 77.48 4.95 5.87 4.11 4.20 2.50 
aD Vie CRIRED capeticccdessvasceres 184.34 9.34 13.23 3.45 7.70 £7.00 


185.20(a) 1.34 2.05 0.75 0.18 Nil 
76.72 4.87 4.93 2.56 3.03 2.00 


MinneapolisMoline ......... 
Oliver Farm Equipment. 


(a) Per Preferred Share. 
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compensate for the loss of war orders. ‘The company 
has the largest sales and research organization and 
in normal years was a heavy exporter, with foreign 
sales averaging about 25% of total output. This 
field, after the war, should offer excellent opportuni- 
ties. The development and perfection of a mechani- 
val cotton picker, to be introduced after the war, is 
regarded as an outstanding achievement of the com- 
pany’s research and engineering staff and should 
lead to interesting sales possibilities. Currently sell- 
ing at around 73, and yielding 3.4%, the common 
appears to have discounted a good deal of future 
prospects. In view of their excellence, however, 
further chances for appreciation exist. 

From the standpoint of a potential buyer, Deere 
and Allis-Chalmers offer perhaps the most attrac- 
tion, although yields (3.4% and 2.5%) have become 
quite small. Deere, the second largest maker of 
agricultural machinery, produces normally a com- 
plete line of implements and is known as one of the 
most efficient concerns in the business, with long-term 
average earnings higher than any other company. 
Its careful credit policy and conservative dividends 
have permitted constant additions to working capital 
over a period of years and finances are consequently 
strong. Both financially and technically, the com- 
pany is in an excellent position to prefit from post- 
war—and war-time—opportunities. At present a 
good part of plant capacity is converted to war 
work, including tank transmissions and other parts 
for military machines. 

Allis-Chalmers is second largest from the stand- 
point of net sales but third in respect to sales of 
agricultural machinery because its tractor and farm 
equipment division normally produce only 55% of 
total volume; the remainder consists of industrial 
machinery and electrical equipment. A large per- 
centage of current activity is devoted to war work. 
Because of leverage provided by a relatively heavy 
overhead, future benefits of capacity demand in the 
farm machinery field should find particular expres- 
sion in per share earnings. The company is known 
for its aggressive sales and development policies and 
should obtain a substantial share of the post-war 
business in both agricultural and electrical ma- 
chinery though competitive conditions may retard 
growth of its percentage of total farm machinery 
output. Its EPT credit is the highest of any of the 
four leading companies. The common appears at- 
tractive for purchase in view of existing appreci- 
ation possibilities. 
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activities almost exclu- 
sively to a full line of 
agricultural machinery 
and closely allied prod- 
ucts, including, how- 
ever, industrial trac- 
tors and engine units. 
Foreign sales normally 
comprise 15/20% of 
the total. After im- 
position of production 
restriction, the com- 
pany converted rapidly to war work which at the 
end of 1942 accounted for 75% of factory oper- 
ations. It may rise to 80% this year as the backlog 
of war orders is sizable and additional large orders 
are in prospect. Under the circumstances, expansion 
of normal line business beyond the small percentage 
carried on currently may perhaps not materialize 
as soon as in the case of the other companies. The 
concern, however, is favorably situated—financially 
and otherwise — to make the most of post-war op- 
portunities. The principal adverse factor in the 
present investment position of the common stock is a 
comparatively low EPT credit in relation to invested 
capital. The common, normally highly volatile, at 
present yields about 5.8% and should have above 
average merit, considering future possibilities. 
Oliver Farm Equipment and Minneapolis-Moline 
Power Implement Co. both normally make a virtu- 
ally complete line of agricultural machinery. While 
their long-range earnings record has been less satis- 
factory than that of the four leading manufacturers 
in the field, their post-war prospects nonetheless are 
regarded attractive. (Please turn to page 378) 


1936-39 Recent Yield 

1941 1940 Avge. Price % 

1.50 1.50 1.94 40% 2.5 

2.00 2.25 0.50 40 3.4 
3.00 2.40 1.60 73 
3.00 Nil 3.75 121 

Nil Nil Nil 7% 

1.00 Nil Nil 483% 
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Financial Stocks Affected By War 


Positions of Banks, Insurance and Investment Companies 


IL. a war given over to swift changes BY J.S. WILLIAMS plished fact for the duration. Since 


in the volume of physical production, 

and to the destruction of accumulated 

wealth, it might be thought that investments in 
financial companies dealing with intangibles such as 
money, interest, risk and valuations, would be rela- 
tively stable. Actually the financing of the war is 
deeply reflected in the changed investments, earnings 
and types of losses of these companies, and investor 
possibilities and dangers therein are as common as 
in rails or industrials. In every war bank portfolios 
have changed in character under the strain of gov- 
ernment financing needs, but in this war, the change 
has been accentuated by prior trends. 

The special character of bank portfolios arises 
now from the want of outlets for bank deposits prior 
to the war. When the Wilson administration financed 
its war, the banks were the source of industrial 
finance, from the smallest retail merchant to the 
largest railroads. Government intervention was un- 
known, except for reserve requirements and redis- 
counts. During the first world war, the banks con- 
tinued this type of private finance. But, prior to 
this war, the hunger for income had led to an em- 
phasis on government bond and note investment by 
the banks, and during this war, the financing of war 
production has been fundamentally a governmental 
function. The banks have been available primarily 
for their utility in chan- 
- nelling subscriptions to 
bonds and Treasury 
paper to cover deficit 
financing. Coming after 


MARKET TREND 
OF INVESTMENT TRUST STOCK GROUP 


most opinion converges that the gov- 

ernment will have to do the major 
part of transitional financing from war to peace, to 
ease the inordinate difficulties of return from a dis- 
torted economy to a more normal one, it follows that 
the banks will have to absorb government paper for 
some time after the war, and that earnings from 
standard sources, such as loans and discounts, will 
not revive, in proper proportion, for several years. 
The most important exception to this tendency is in 
the foreign financing plans of the leading banks: 
the First National of Boston is outstanding in this 


respect, but the National City of New York is also | 


developing what may prove to be a new source of 
over-average earnings. 

As a result of the expansion of commitments in 
Governments, the operating earnings of insured 
banks rose from $1,730 millions in 1941 to $1,791 
millions in 1942, despite an increase in operating 
costs and the difficulties due to a more poorly trained 
personnel. Net profits were $441 millions after taxes, 
a return of 6.3% on capital funds, and higher than 
in any year, except the peak of 1936 and the open- 
ing of war activities in 1941, prior to the imposition 
of the heaviest war taxes. Interest and dividends on 
security investments rose by $101 millions, and, as 
nearly all of this was due to increased income from 
Governments, this indi- 
cates that without this 
source of revenue there 
might have been a slight 
decline. 





a long period in which ii 


money could not be in- 
vested profitably, except 
in relatively small 
amounts, the commercial 
banking system has 30 


M.W.S. INVESTMENT TRUSTS 
MONTHLY HIGH-LOWS 


It must be recalled 
| that the banks, driven by 
the need for new chan- 

| nels of investment had 
| entered competitive ter- 
ritory in personal finance 





shifted its emphasis from 
loans to average business 
and discounting of short- 
term self-liquidating 
paper, based on current 


H loans, installment paper, 
advances against policies, 

| etc., but the shrinking 
consumer requirements 

| have reduced this new 





merchandise, to a gov- 20 
ernment investment trust, 


with the older banking e4 ,e! 


’ : ‘ 
business a relatively .! 

minor consideration. 
Whatever may be the 





profitable business. After 
: the war, however, with 
the need to finance con- 
sumers’ durable goods, 
the banks having in- 
trenched themselves in 











opinion of critical econ- 
omists on this alteration, 
the investor must con- 
sider it as an accom- 
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this field, ought to take a 
permanently important 
section of the business 
away from the finance 
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companies and this 
may compensate for 


Five Representative Bank Stocks 


TATE | { UNA (UCT ES 


nently higher level, 
or experience sever- 


diminished mercan- TO ii al years of capital 
* a er . ecen . ° . 
tile and manufac- 1942 Earnings Price Dividend Yield diminution. Banks 
’ Chase National Bank (New York).... 33.77 2.26 36 1.40 3.89% . 
tg 4 advances. First National (Boston) mon 42.62 253 47 2:00 4.25% that ove Coa 
f x irard Trus iladelphia) ............ x a 2.00 5.00% j = 
me, e expansion Manufacturers Trust (New York).... 39.80 4.04 432 2.00 4.58% crs goods indus 
of our export trade National City (New York) .............. 33.22 2.05 35 1.00 2.85% tries, such as Man- 
eS = : eo ml ha 
(almost a cer Insurance Stocks ufacturers Trust 
tainty) may revive, Equity Earnings Price Dividend Yield may have above ay- 














‘or several Continental Ins. .cccsssessscesensee = 42.33 2.92 48%4 2.00 4.14% ser 
f en, ee Home Insurance® ............. i 0.94 31% 1.60 5.12% bilan. possibilities. 
the activity of Insurance Co; No, Am.* 158084 2.50 2.97% While brilliant pos- 
> etna asua ure . . x a. rn . . 

banker’s accept- Travelers Ins. ‘ 64.70 493 16.00 3.24% sibilities are limited, 
ances and refresh Investment Companies safe dividends and 
se pose mar- Assets Per Share decent yields still 
> s uar. 

et, always the most 19351943 Price Dividend Yield make prime bank 
secure source of Adams Express 13.08 15.91, so? u 0.45 4.09% stock investments 

. * las Corp. ........ ae . e . 0.50 4.16% . 

banking earnings, Gen. Am. Inv. U9 12.97 0.42 19% 0:40 4.32% desirable. 
, ehman Corp. .....-....-:sec - . : 8 1.25 4.42% ™ 
and one of the most National Bond & Share... 28.37 23.19 0.76 = 21% = 1100-4. 70% Insurance stocks 


lucrative when 
money rates stiffen 





* Fire. ¢ Casualty. '' Life. ¢ Dec. 31, 1942. 


are a cross between 
insurance business 








somewhat. 

The banks have 
done well under a shortage of investment and bank- 
ing opportunities, paying increased costs and taxes 
and receiving very low money rates: there is every 
reason then to credit their future earning power 
when some of these earnings opportunities are aug- 
mented, especially when money becomes somewhat 
dearer. Just as a gold monetary base reasserts itself 
against every barrier devised by man, so the demand 
throughout the world for reconstruction funds must 
ultimately increase the price of loans. 

The banks now receive a mere 4.1% on loans and 
discounts. Profitable as government investment has 
been, if stiffer money rates accompany rising com- 
mercial loans and bring in 5% gross, the current 
earings of banks may be very gratifying, within 
three years, and prevailing ratios of prices to earn- 
ings, of 17 to 1, seem reasonable. Of course, any 
hardening of money rates may mean a markdown 
on bond investments, as a portfolio item, but this 
should scarcely affect earning power since the bulk 
of such investments must be held until maturity 
dates, for reasons of policy. The need for easing 
reserve policy, as shown by the serious decline in 
excess reserves, should aid rediscounts perhaps be- 
fore 1944. Nevertheless investors should not pay 
more than 17 times demonstrated 1942 earning pow- 
er for any bank stock, first because the net earning 
power generally is not much more than 6%, or about 
one-sixteenth of capital funds: secondly surtax rates 
may be raised, thirdly the startling gains of early 
1943 cannot continue, since they are based on an 
exceptional earning power due to swollen commit- 
ments, largely resulting from unsatisfactory public 
participation in war bond drives. Stocks should 
yield 4%, in view of tax uncertainties and their 
possible effect on net income. First National of Bos- 
ton is reasonably priced, Chase and National City 
(the latter could yield more if the management 
wished) should be bought on recession. Pacific Coast 
banks require a higher yield because of the disloca- 
tion due to war industry there and an indeterminate 
industrial future, which may either be at a perma- 
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earners and invest- 
ment trusts. The 
long swing of the bull market has favored their 
capital position, but their dividend income has 
slightly diminished. The underwriting income situ- 
ation has tended downwards for a long time (allow- 
ing for breaks in the trend in given years), and now 
seems ready for a really sharp diminution, which 
may even: take on some lasting adverse features. The 
overshadowing bogey, apart from all earnings an- 
alysis, is the threat of government competition. Few 
intelligent insurance brokers take this lightly. Any 
extension of social security operations to cover dis- 
abilities, especially that embodied in the suggested 
Wagner Law, or in any variant on the Beveridge 
plan, would reduce earnings. 

But even without this development, present loss 
experience is not encouraging. Fire losses are not 
only running about $2 millions a month ahead of 
1943, but the tendency of fire losses is to increase 
as against former loss ratios. The insurance com- 
panies benefitted by an astonishing reduction in such 
losses for many years but the last three years show 
a reversal of trend. In an inflationary epoch losses 
are more highly valued, whereas competition keeps 
rates at a low level. Automobile premium income is 
affected by the rationing of oil and tires and the 
number of cars in storage, and though the loss ratio 
is satisfactory, the reduction in business is serious. 
Not only has the employment of millions of un- 
trained and careless workers increased fire hazards, 
but war is productive of increased industrial casual- 
ties in the factory as in the battlefield. Accidents 
have increased, and while the insurance companies 
benefitted by the rush of employers to pay for 
casualty insurance in 1942, as production and em- 
ployment ballooned, the increased accident rate will 
soon cancel the impact of those new premiums on net 
earnings. Not only are millions of workers unskilled 
in dangerous employments, but the shortages of 
repairs, due to priorities, are beginning to take their 
toll, particularly on the railroads. 

From the underwriting viewpoint, it is difficult 
to be cheerful about the (Please turn to page 384) 
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By E. K. T. 


Paradox of merchandising, in the small business field, 
is the fact that more “little” merchants are going 
out of business in areas with expanding war activity 
than in sections undergoing less economic change. 
The Commerce Department has surveyed the subject 
and finds high wages in war plants attracting not 
only employees, but also proprietors of smaller 
stores; discouraging others from entering trade with 
limited capital. 


Inflation Note underscores the latest monthly figures 
on earnings of workers in manufacturing industries. 





Washington Sees: 


Competent Washington observers aren't sure 
yet who won the "Battle of the Connally-Smith 
Bill,"" and some say it will take months before 
the results can be examined in their true per- 
spective. Congress had its way to be sure, the 
President's veto notwithstanding. That suggests 
victory for Congress, a defeat for the White 
House. Its passage implies a setback to or- 
ganized labor. 


Yet there are those who say it was a victory 
—politically, at least—for President Roosevelt. 
His veto was applauded by A. F. of L. and 
C. 1. O. John L, Lewis is "off the reservation" 
anyway; but so he was in 1940 and F. D. R. won 
hands down. Republican and anti-New Deal 
members overriding the veto were put in the 
position of enacting a law unpopular with large 
blocs ef voters in its inception, and one whose 
unpopularity is certain to grow in its admini- 
stration. 


The suggestion that the N. A. M. and the 
U. S. Chamber of Commerce might be the 
moving parties in a repealer effort may sound 
hilarious now, but: Lewis and his followers in 
the coal dispute, other labor organizations in 
other strikes, have "settled'"’ for Government 


operation of private enterprises. In essence, 
the Connally-Smith Act offers just that. | 
ELL, 

















Average hourly earnings were one per cent higher 
in April than in March, 13 per cent higher than in 
April 1942. Average weekly earnings were one and 
one-half per cent greater in April than in previous 
months, and 20 per cent above one year ago. 
Propaganda, a government enterprise that began as 
a side issue and grew to major proportions, is due 
for trimming. At expense of millions to taxpayers 
in direct payroll, and almost as much in paper costs 
and transmission through the mails, official actors 
and actions have been ballyhooed in circus style, the 
critical have been laid low by mimeographed 
bludgeons. What the House said and did with re- 
spect to O. W. I. appropriations was the beginning, 
not the end. 


No Idle Threat is President Roosevelt’s warning to 
the Axis Powers that use of poison gas as a weapon 
of warfare will be folloWed by unbridled retaliation. 
The lethal mixture is not “on order,” it has been 
delivered—and it is ready for use in the several 
theatres of war. 


Work or Fight legislation in the shape of revision of 
the Selective Service Act to make men up to 65 years 
of age eligible for non-combat duty has no chance 
of enactment. Men in age groups up to 65 have 
been registered to create a reservoir of skills to be 
drawn upon for civilian requirements. Apprehension 
that these men might be militarized almost defeated 
the original registration bill. 


Air Supremacy of the United Nations in the Euro- 
pean theatre is rapidly extending its lead. On pres- 
ent rates of construction and destruction, the Nazis 
are losing ground to the extent that they fail to 
destroy three United Nations planes for each Nazi 
craft put out of commission. The exact opposite is 
happening. Crippled production facilities, “thin- 
ning” of equipment by spread over three fronts 
makes such an accomplishment utterly impossible, 
the experts assure. 
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Refusal of F D R to appoint a single food "czar" is not taken 
here as final. Washington remembers — the President's opposition to 
one-man control of industrial production, his appointment of William 


S. Knudsen and Sidney Hillman as co-chairmen. 





































Failing to achieve success with his two-headed creation he 
moved to committee rule under chairmanship | of Vice President Wallace 


(SPAB). That didn't work either and eventually Donald M. Nelson was 
established as supreme head. 





































So, if history repeats, the President may yet establish 
unified control for all parts of ~ the food program—prices, dis- 
tribution, subsidies, farm labor, “production. Ominous warnings from 
Congressional farm bloc leaders that the Nation faces a food panic 
next winter may speed action. Reasonably safe bet is that it will 
do just that. 



































































er The more Capitol Hill delves into the field of post-war 
in relationship with Axis. Powers, the farther it gets from solution. 
nd White House and Congress are agreed on "unconditional surrender," 
us but that means a different thing for each of the Axis partners. 


The President and Winston Churchill are agreed Italy must 
y get rid of Mussolini, but will be aided in forming a new government; 
































AS Germany must not only shake off Hitler, but also the form of govern- 
ie ment—Nazism—that would be the popular choice, even in the event 

rs of Hitler's demise; Japan's Hirohito is regarded a Symbol rather than 
ts a power, and fiis militaristic, rather than political, following the 





real problem. 























1e Post-war planners seem agreed the United States can do bus- 
d iness with the Italian people and the government of their own Selec- 
2- tion; we can n do business with the German people and a government of 
5 United Nations selection; we can't do business with Japan under any 








System currently possible of development. 








Translated into cold-blooded terms, the planners see Italy in 
need of an execution, Nazi Germany requiring an asSasSSination, Japan 
purged « only by massacre. 














Decision not to apply new taxes to 1943 incomes has lifted 
the lid of a Pandora's box of speculation. Secretary Morgenthau has 
fixed as the alternative to new and higher taxes, lendings by the 
taxpayers to their government (bond purchases) in an amount twice as 


large as in the first six months of 1943. 
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Morgenthau takes the position that this will not—should 
not—be difficult. He reasons that current individual incomes are 


so much higher than the total of things to be purchased that plenty 
> of money will be available for “bonds, taxes, life insurance, and 


> other necessaries. 
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, The President's goal of sixteen billion dollars in taxes, 

| savings or both, rapidly is moving out of focus. The pay-as-you-go 
tax system will bring dollars to the Treasury in more even flow, but 
the aggregate increase for the year will be little more than three 


billions. 





Corporations did well in the first quarter of 1943, account- 


ing for an increase of 19 per cent over the same quarter of last year 


—before taxes. Profits, after taxes, will reach a total of $1,821,- 
000,000 or about 19 per cent over the corresponding period of 1942. 

















Meanwhile greatly expanded flow of income payments in 1942, 
the first full year of war, amounted to $114 billions, compared with 

















GULY 10, 1943 

















$92 billions in 1941, and a peace time peak of $83 billions in 1929. So 
the individual, like the corporation, did well — in only nine states was 
an income rise of less than 20 per cent reported. 











Wage earners Shared this rise on plane with those whose income 
springs from other sources. Latest available reports place average 
worker income at $48.52 a week in the durable goods group, $33.50 in non- 
durable. Again the figures reflect a 20 per cent rise from the corres- 
ponding date of last year. 




















Against a background of 1942 accomplishments which brushed aside 


what was regarded as the impossible, American railroads are half way 
through 1943 with the “ultimate results still speculative. 




















Opinions differ on the 19435 "load." Reduction in construction, 
curtailment of civilian consumption and purchases may lessen it; the 
aggregate war production effort may increase it over 1942. Gasoline and 
tire shortages may shift vast tonnages to the rails. 




















On this point there can be no debate: rail carriers must 
exercise the greatest efficiency to handle the 1943 traffic if the 


transportation phase of the war effort in the most critical year of the 


conflict is to be handled as it should be. Deprived of adequate 
replacements, | repair materials and manpower, the rails must survive 

the test of 1943 against odds. That is Washington's official attitude, 
discernible in statements by regulatory bodies, obvious in Congressional 


debate. 




















Definitely "in the works" is a freeze of land prices—rural and 


urban. Inflationary rise of real estate, chiefly farms, was a World War 
evil overlooked at the time but brought strongly into focus in the 20's. 





The Federal Reserve Board, rather than the Office of Price 
Administration, will have jurisdiction. Procedure will be | under 
“Order W," so far utilized only to tighten installment buying ing and 

Selling. The ceiling on land prices would be an extenSion of install- 


ment controls. 

















A variety*of causes explain the upsurge of farm prices (rent 
ceilings have kept urban property rather well in ~ line): 1. Present and 
prospective food shortages; 2. Planned retirements when the tempo tempo of 
war "rush" slows; 3. Farming is an essential occupation, preferred by 
many to military service. 





























Reluctance of the President to rely too heavily upon his War 
Powers while legislative and departmental aids may cure the evils, 
prevented the coal mine strike from being stopped by decisive White 
House action in its incipiency. 
































The remedy, if drastic, is there: the President has the power 


to seize the books, records, and funds of a labor union in such cases 
and impound them. Without strike “benefits ~ the miners would have no 
alternative but to return to work, adjust their problems through 


established legal machinery. 




















The political impact of that procedure would be terrific. 


No more SO, some think than the backwash of labor policies that have 
obtained since the miners quit the pits. 























Farm employment, standing at 11-1/2 million workers as of 


June 1, was still five per cent below the June average for the five 
year period 1937-1941 despite the fact that wages had risen 57 per per cent 


in one year. This marked the highest wage level in history. ~ The 



































average work day was computed at 12.8 hours. 
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BY EB. A. 


Te reactionary tone of copper shares, on top of 
their aloofness from the bull market since its incep- 
tion last year, is again focusing attention on the 
factors responsible for their lack of favor among 
traders and investors. The extent to which this 
group has been neglected is all the more astonishing 
as technically, they had much to recommend them. 
Such bullish factors as sustained capacity opera- 
tions, good net earnings, high dividend yields and 
their inflation hedge characteristics were, however, 
ignored. Instead, their market behavior is listless, 
with sporadic undertones of weakness creating a 
thoroughly uninviting market atmosphere. 

The reasons behind this showing are of course 
well understood. Many holders, or potential buyers, 
seem to be obsessed with the fear that after the war, 
heavy scrap recoveries, competition from other 
metals and plastics, and sudden worldwide cessa- 
tion of military demand will result in a tremendous 
surfeit of the red metal, with appalling con- 
sequences for the copper mining industry. Appar- 
ently, they recall with apprehension the effect of 
secondary copper on mining operations in the past. 
In 1922, the tonnage of copper scrap thrown on 
the market was sufficient to bring about a ten 
months shut-down on the part of the primary pro- 
ducers. During 1920/23, more than 60% of the 


copper sold was of secondary origin. And finally, 
in the depression years 1930/35 when every effort 
was made by primary producers to curtail output, 
80% of our domestic copper requirements were 
supplied by scrap while the price for electrolytic 
copper dropped to an all-time low of five cents. 
That the copper industry after the war is facing 
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Copper Unit of the American Smelter and Refining Co., 
Garfield, Utah 
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a difficult situation cannot be denied. However, 
the question may well be asked whether the outlook 
is actually as dark as generally assumed. More 
especially, are post-war conditions likely te be com- 
parable to those after World War 1? While there 
can be no pat answer, a study of the situation as it 
may shape up after the war may reveal certain re- 
deeming features which may justify a somewhat 
less pessimistic view. 

Fundamentally, the disappointing experience of 
the copper industry during the twenties, and to a 
large extent during the depression years of the 
thirties, had its origin in the radical change of the 
position of the copper industry outside of the 
United States. Fuller exploitation of the rich 
Katanga mines in the Belgian Congo, discovery of 
immense copper bearing districts in Northern Rho- 
desia in 1927, development at about the same time of 
the Noranda, Frood and Hudson Bay mines in 
Canada and sharp expansion of capacity of the 
great Chilean mines, all low cost producers, not 
only undermined the former world dominance of 
the USA copper industry but for a time all but ex- 
cluded American copper from the world market. 
Coinciding (1) with a sharply reduced demand 
after World War 1, and (2) with depression con- 
ditions during the thirties, it was hardly surprising 
that the impact of these developments on the 
American copper industry was extremely un- 
settling. While in 1913, the United States pro- 
duced 57% of world output, its percentage in 1938 
had dropped to 25%. 

When World War 2 ends, a similar condition 
may well arise, in fact is anticipated by many. But 
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will it? Again, the fundamentals closely corres- 
pond to those existing after the last war. To meet 
the tremendous war demands, far exceeding those 
of the last conflict, the world copper industry was 
geared to high speed since the latter part of 1939. 
Mine capacity everywhere was expanded enorm- 
ously. With the end of the war, a drastic reduction 
in mine operations appears inevitable. Moreover, 
there is the threat of large supplies no longer 
needed for military purposes, the probability of 
huge amounts of scrap overhanging the market and 
the specter of competition from other metals and 
substitutes. Thus on the supply side, a situation 
almost identical with that after the last war 
appears to shape up. But how about the demand 
side? 

While post-war demand naturally will fall far 
short of the enormous war-time consumption rate, 
it would be hasty to conclude that a catastrophic 
shrinkage is inevitable. Domestically, demand for 
copper may be expected to be heavy while metal 
working plants are being reconverted to peace- 
time operations, though some of the war-time sub- 
stitutes and new 


year of the post-depression recovery cycle, profits of 
the copper companies were fair. ‘The copper price 
in 1938 averaged about 10.10¢ per pound, and while 
conceivably the post-war price may go as low as 9¢, 
it would still afford a return, on the aforementioned 
production basis, to keep the industry as a whole out 
of the red. Some of the smaller high-cost producers 
will suffer, of course, but they were always marginal 
and their outlook never promising. 

Prices of copper scrap in 1938 averaged 6.81¢ 
per pound; under the pressure of huge supplies pre- 
sumably available after the war, it may go consider- 
ably lower, which should discourage offerings for a 
time and assure perhaps a more gradual release. 
Moreover, scrap may find an important outlet 
abroad which may materially lessen the pressure on 
the home market and at any rate tend to stabilize 
the copper price structure generally. 

The above projection of post-war demand assumes 
a relatively conservative recovery potential. It 
should be far larger, especially in the event of a 
longer war. In that case the post-war business re- 
vival—as for instance recently projected by the De- 

partment of 








alloys, as well as 
plastics, may 
become perman- 
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relatively little 
sustenance to 
our domestic industry, although companies such as 
Anaconda and Kennecott, having large foreign 
properties, should benefit. 

The big question mark, however, remains the de- 
velopment of domestic demand once reconversion is 
completed. Assuming a business revival similar to 
that culminating in 1929, it would mean a potential 
demand for copper of some 1.1 million tons annually, 
about equal to our domestic mine capacity. Second- 
ary, copper, of course, is bound to play a large part 
in meeting post-war demand but even if fully half of 
it should be met with secondary output (which would 
be equal to secondary production in 1942) mine pro- 
duction then would still be around 1938 levels when 
it came to 557,000 tons. While 1938 was the poorest 
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stabilize markets 
and prices. With 
extremely low production costs, notably the African 
mines, they are in a position to offer keen competi- 
tion. This means, above all, the virtual exclusion of 
American copper from the world market. In itself, 
this is by no means as bad as it sounds, especially if 
home demand keeps up. At pre-war rates of produc- 
tion, known domestic supplies would last between 25 
and 30 years but long before the end of this period, 
there will be curtailment of production forced by in- 
creasing difficulties in mining. This trend, evident 
before the war, is further stressed by greater war- 
time exhaustion of high-grade ore bodies, necessitat- 
ing increased future mining of lower grades, with 
resultant higher production costs. In 1942, open pit 
operations accounted for 50% of the domestic out- 
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put against only 38% in 1938. The percentage has 
since risen further as underground mining was more 
and more affected by rising costs and shortage of 
labor. Higher costs, of course, tend to impair the 
competitive status of our domestic industry and pose 
the question whether it may be faced with foreign 


With the home market protected by the 4¢ tariff 
—which can be raised if necessary—it is, I believe, 
permissible to view prospects of our domestic copper 
industry in the light of domestic demand only. As 
mentioned before, exports in the past have become a 
constantly smaller factor. Domestic demand pros- 





imports, able to hurdle 


pects have been pro- 





our 4¢ tariff by virtue of 
lowest production costs. 
However, there is every 
reason to believe that the 


COMPARING COPPER STOCKS WITH 
THE MARKET AVERAGE 


jected previously in this 
article. It may, however, 
be interesting to go 
briefly into the various 





matter of foreign competi- 
tion both in the domestic 


demand components. 
Copper demand, to an 





and world market, will be 
adequately taken care of 


unusual extent, has grown 
as a result of the growing 





by official intervention. As 
far as the world market is 
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use of electricity. Unless 
the war seriously impairs 








concerned, the revival of 
the Copper Cartel, inop- 
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consideration. Thus far, F IL! e | creased consumption of 
about 80% of our domes- 70 Thea i q copper, still the best con- 
tic capacity could be pro- = It ttt ductor of electricity at a 
duced at a cash cost of less ! i t 1 price that makes its use 
than 10¢ per pound; yt" la jis for transmission purposes 
about 75% at 8.50¢ or 50 yt Hh _ un i feasible. There has been 
lower. This leaves a rela- a el! much talk of competition 
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tively small margin to ab- 
sorb possible price declines 
after the war when com- 
petition for sales is bound 
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from aluminum but this 
threat has recently been 
minimized not only by the 
copper industry but by 








to increase. Since most of 
the estimated cost figures are before taxes and de- 
pletion, any price decline below 10¢ (it is now 
pegged at 12¢) would severely affect earnings. 
Under the circumstances, some sort of price stabil- 
ization effort, domestically, is almost bound to even- 
tuate, probably with Government approval. 
Whatever the degree of production curtailment 
which may become necessary after the war, it is clear 
that the largest percentage must be borne by foreign 
mines where, incidentally, the largest expansion oc- 
curred under ‘the impetus of war demand although 
exact figures are not known at present. Latest esti- 
mates of foreign mine capacity—not including war- 
time expansion—come to 2,139,000 short tons; of 
these, 575,000 tons are under American control, suf- 
ficient to give American producers adequate bargain- 
ing power for the purpose of regulating competition. 
The Katanga mines in the Belgian Congo where 
production was severely throttled during the early 
phase of the war when British blockade imposed 
strict allocation of imports by European neutrals, 
notably Belgium and Holland, subsequently vastly 
expanded their output when production and man- 
agement came under complete Allied control. 
Similarly, mines in Northern Rhodesia, Canada and 
South America constantly expanded operations to 
meet the insatiable war demand for the metal. Since 
they will hardly be able to find outlets for their 
sharply stepped-up capacity, severe post-war cur- 
tailment is a foregone conclusion. 
JULY 
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aluminum experts as well. 
On the whole, aluminum is found too bulky, for in 
wiring, it requires roughly four times the dimensions 
needed for similar copper wire. 

Next in importance are the automobile and build- 
ing industries. Here copper is likely to meet with 
competition from such materials as plastics, stainless 
steel and die-cast zinc, however, an impressive 
amount of. the red metal will continue to be con- 
sumed by these industries, both slated for a very 
considerable revival after the war. Air-conditioning, 
a relative newcomer, can be counted upon to use in- 
creasingly large quantities for tubing, ducts, etc., 
and so will the refrigerator industry, another grow- 
ing field. Copper consumption in the building in- 
dustry which set new peace-time records in recent 
years, will perhaps be the greatest question mark as 
many satisfactory substitutes have been developed, 
however, if post-war building comes anywhere near 
expectations, the lessening importance of copper will 
be felt gradually rather than suddenly. 

Reflecting the erratic price record of copper 
which since 1927 fluctuated between 5 and 23 cents 
per pound, due primarily to drastic changes in the 
demand-supply relationship, the earnings record of 
the copper industry has been largely cyclical. In 
spite of this, progress over the longer term has been 
quite impressive. Take Anaconda which in 1927 had 
a peak indebtedness of $264.8 millions, acquired in 
the period of its greatest expansion—the purchase 
of its major fabricating (Please turn to page 380) 
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(a recent industrial upsurge in South Africa, 
Brazil, Australia and the Argentine changes a few 
of the fundamental maxims of geographers. The 
world below the equator consists of only about a 
fourth of the land surface of the globe: it is em- 
phatically the oceanic hemisphere. Land is nearly a 
half of the northern hemisphere: a mere eighth of the 
southern. Most of the area is deficient in water: the 
arid districts of South America, South Africa and 
Australia, have half the world’s deserts. With very 
little coal, poor iron supplies, little water power, a 
much less significant proportion of fertile land to 
area than in the Northern hemisphere, industry was 
not envisaged for the other side of the world. 

Here and there Australian protectionists; a few 
local industries in the Argentine, might work pre- 
cariously but, all in all, the Southern hemisphere 
exported cattle products, wool, some wheat and 
maize, coffee from the Brazilian highland and the 
precious metals of the Rand and from other scat- 
tered sources. It was considered certain that it 
would never maintain a large population and that it 
would welcome industrial exports from the industrial 
nations, since the long voyage out had to be made 
in any case so as to carry the raw materials back. 
Hence ocean freights were not a valid consideration. 


* * * 


Certain local situations also aided this prejudice. 
The South African Boer hated any alien society and 
certainly any progressive mining or industrial ac- 
tivities. The Argentine estate owners dreaded the 
rise of a mercantile class among the Portefios, the 
despised useful business men of the La Plata cities, 
and felt that their family combinations would lose 
political supremacy. In the Australian areas, the 
large British investment in the import and export 
businesses was a conservative influence and largely 
overcame the demands for Australian industry 
which, on figures, could be proved uneconomic. 

Though this situation was altering slowly before 
1936 (to take an arbitrary date) there was not much 
change, basically. Suddenly the irruption of 
political refugees into Brazil made for most signifi- 
cant changes. just as the English clockmaking 
trade and lace industries were built up by French 
Huguenots, exiled by the bigotry of Louis XIV, 
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The Antipodes Come of Age Industrially 


BY GEORGE RIVIERE 


just as England owes its brickmaking and weaving 


to the Flemings, who fled from the Duke of Alva, | 


Brazil owes its renaissance to the ready-made supply 
of talent and savings that poured into it, as one 
European state after another exiled a large part of 
its genius for racial or political reasons. Every 
trained German engineer had cost his country tens 
of thousands of marks for education. Every French 


silk weaver or fine cotton spinner had learned his | 


trade painstakingly. The section of this technically 
trained group which went to England and America 
faced sharp competition, but those who found their 
way to Brazil, to take the most striking example, 
were exceptions there. Whatever they engaged in 
was a net gain for the country. 


* * * 


The same was true of their savings. The Euro- 
pean who came to the United States added to an 
already unwieldy surplus capital. The want of em- 
ployment for that money, together with his frus- 
trated abilities, made him unpopular, nor did his 
rather brusque manner soothe relations. But in the 
new lands like Brazil, always in want of capital, 
which had been willing to promise anything to get 
foreign capital, it was a windfall to receive that capi- 
tal on a domesticated basis. Their foreign exchange 
position, desperate before this situation, now be- 
came brilliant. The fact that the price of coffee 
lagged until 1940 which would formerly have been 
fatal, proved a less dominant factor. 

From being the coffee supplier of mankind, the 
Brazilian textile industry bids fair to supply the 
whole of the Southern America-Africa area and to 
deprive Britain of one of her greatest sources of 
revenue. The dye-making machinery, now super- 
fluous in America, has been sent to Brazil where tens 
of thousands of German refugees have an oldtime 
acquaintance with these materials. Quality work is 
replacing formerly crude colors, and Brazilian tex- 
tiles are not only profiting by cheap labor, but also, 
on the basis of color and design, made by the skilled 
French artisans who abound there now, may even 
defeat the older French exporters when the war is 
over. 

The revival of industry has led to collateral ac- 
tivities: the machinist now has machines to repair, 
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and so large tool shops and machine service stations 
are springing up throughout the Sao Paulo plateau. 
In the Argentine, which has depended so much on 
European exports of hardware, for example, hun- 
dreds of small metal-working establishments are 
doing well, and their cost basis is such that they will 
survive the resumed exports of Britain and what- 
ever Germany there will be to export from. 

More striking even than this factor is the uprush 
of industry in Australia and South Africa. So de- 
pendent was Australia on British shipbuilding that 
Sydney’s ferryboats were steamed across the seven 
seas from Britain, then to take up harbor service. 
Now at Woollongong, Australia’s shipbuilding record, 
per capita, is perhaps more impressive than even the 
Gargantuan performance of the United States. 
Australia knew nothing of airplane production be- 
fore 1939: she built up her industry, found work- 
men, accessories, engineers, techniques and supplies 
on a purely improvised basis and yet today her pro- 
duction per head is a source of allied strength. It is 
doubtful whether on balance we may not be her 
beneficiary on lease-lend! 

This industrial transformation came from neces- 
sity. Patently, it was impossible to organize Aus- 
tralian defense on the 
basis of munitions and ae 
guns and aircraft and Q\ "Mi, 
shipping production in 
the United Kingdom, 
twelve thousand miles 
away. In the first World 
War, Japan was an ally 
of Britain, and thus the 
incentive to industralize 
was feeble, but with 
danger at her gates and 
with Britain besieged, 
either Australia become 
a first-class industrial 
commonwealth pronto, 
or her existence was 
imperilled. It was not 
easy for a people who 
have borrowed capital 
for generations and 
whose standard of liv- 
ing is thought by many 
to be highest in the 
world, quickly to build 
up a savings fund and 
to call for sacrifices at 
the same time. Yet that 
has taken place and the 
American machine tool 
designer and the manu- 
facturer of machine 
parts for assembly there, will find that the Australian 
commonwealth after the war will bear only a faint 
resemblance to that we have already known. 

In Australia, despite Labor supremacy and a 
vague Socialist ideology among its masses, the or- 
ganization of this new industrial transformation was 
entrusted to private capital. In South Africa, how- 
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Sao Paulo, Brazil, showing the Martinelli Building, the highest 
building in South America. 


ever, sullen Boer resentment, fostered by Germany, 
required that the war effort take on a more Social- 
istic guise, although the Labor Party is relatively 
weaker than in Australia. Hence the system of 
mixed government and private corporations which 
have been created may prove perpetual: in fact, few 
doubt that this system of state capitalism will pre- 
vail after the war. As such it will place an enormous 
importing power into the hands of politicians and 
materially affect the style in which business will be 
done with that commonwealth. Certainly the old 
gold interests and diamond overlords may find that 
South Africa will dispose of her import business as 
she pleases and it is generally envisaged that Ameri- 
can exports there will increase to service this new 
enterprise. 
* * * 


The reason why America will gain from this trans- 
formation of the Antipodes may rest in technical 
achievements here. The British have brilliantly re- 
equipped their steel industry, today it is perhaps 
more modern than ours. But in the new departures 
of industry, they are far behindhand. In plastic 
materials, they offer no competition worthy of the 
name, nor in electronic 
devices, nor in the gen- 
eral substitution of 
lighter metals, and this 
despite the fine theoreti- 
cal work in these fields 
by talented Britons. 
America is the mass 
producer. Now in older 
industrial areas, older 
materials are used tra- 
ditionally and the new 
materials must fight 
and show advantage, 
but in the Antipodean 
countries, with new 
arisen industries, de- 
mands for our new and 
cheap and pliable ma- 
terials (and machines 
for using them to ad- 
vantage) have become 
very numerous and we 
would be blind to ignore 
this brand-new export 
demand. We still think 
of exporting industrial 
products they never had 
and we produced large- 
ly. We must shift our 
policy. We must sup- 
ply factories that pro- 
duce what we produce, but which do not have that 
accessory production to keep them going. 

Fortified by the free importation of talent and 
savings and speeded by war necessity, the Anti- 
podean parts of the world are now part of the indus- 
trial setup. The United States is in the unfortunate 
position of competing (Please turn to page 375) 
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PREVIOUS 
RECOMMENDATIONS 
AMONG 
LOW-PRICED STOCKS 


BY 
THE MAGAZINE OF WALL STREET STAFF 


ja desirability of continuing to hold any given 
common stock depends upon a number of factors— 
some ponderable, some imponderable—but perhaps 
the most practical of all is the matter of price. That 
is, a sensible decision to hold or to sell can not be 
based alone on how one appraises a company’s status 
and prospect but on this appraisal in relation to the 
current price of the stock. 

A stock may be of good investment quality and 
the company may appear to have above-average 
long term potentials for growth of volume and earn- 
ings—yet invite canny profit-taking solely on the 
basis of high price and low income yield. Smart 
investors will remember that—inherently—it was 
just as good a stock when it was selling many points 
lower. 

On the all-important percentage basis, it is sim- 
ple mathematics that the higher stock prices go, the 
less becomes the potential for additional advance. 
As a general rule, a stock bought a year ago at $10 
and priced now at $20—thus showing an apprecia- 
tion of 100 per cent—has lost proportionately in 
potentiality for appreciation and therefore in desir- 
ability for continued retention. 

A large percentage of the low-price stocks recom- 
mended for speculative purchase in the pages of the 
MacazInE oF WALL STREET since the spring of 
1942 today show very handsome paper profits— 
profits far larger than it has usually been possible 
to make within a period of months; profits such as 
can be made only in a relatively few years out of 
one’s lifetime. 

We made these recommendations because, on in- 
dividual analysis, we believed the prospects were 
attractive in relation to the market prices prevailing 
at the time. Our purpose in this article is brieflly to 
review a number of these—as many as space permits 
in this issue—in the light of change to date in prices 
or company prospects or both. 

In our issue of last Sept. 19 we recommended 20 
low-price stocks for large percentage gain. The list 
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Another Look At... 
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Trading post on the floor of the New York 
Stock Exchange. 


follows, with prices at the time of publication: 

At $10 or under: American Safety Razor, 73 
American Stove, 10; Burroughs Adding Machine, 
8; Duplan Corp., 10; General Baking, 4; Gillette 
Safety Razor, 4; Erie Railroad, 8; Nash-Kelvinator, 
6; Sparks, Withington, 214; Stewart-Warner, 7. As 
compared with the preceding prices, these stocks at 
the present writing show approximately the follow- 
ing percentage increases: American Safety Razor, 
100; American Stove, 55; Burroughs, 81; Duplan, 
30; General Baking, 115; Gillette Safety Razor, 
125; Erie, 78;; Nash-Kelvinator, 133; Sparks, 
Withington, 140; Stewart-Warner, 100. 

Over a period of approximately 9 months, the 
average price increase of these issues has been just 
under 96 per cent. On balance it is a definitely 
speculative list, but by no means extremely so. In it 
are some issues of pretty solid merit with generally 
favorable longer range possibilities. But these stocks 
were not selected for post-war possibilities—and cer- 
tainly not for investment backlogs. They were 
picked for speculative appreciation and they have 
served the purpose quite generously. In our opinion, 
the sensible policy will be to take profits on further 
market strength over the next three to six weeks, 
especially if the Dow industrial average rises to the 
150-155 area. Two of these stocks—General Bak- 
ing and Stewart-Warner — were repeated in a list 
of speculative recommendations in our issue of 
March 20, this year, the former around 714, the 
latter around 914. Gains since then have been ap- 
proximately 20 per cent and 40 per cent, respec- 
tively. Though some in the group may go higher, 
it can hardly be denied that “the cream” must have 
been seen. The odds are that further advances this 
summer or autumn can hardly come anywhere near 
the percentage gain already checked up. A timely 
switch of part of profits into War Bonds weuld be 
excellent insurance. 

In the price range from $10 to $20, we selected 
also in the issue of last Sept. 19, the following at 
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the indicated prices: Chicago Great Western Rail- 
way pfd., 13; General Signal, 1314; Goodyear Tire 
& Rubber, 20; National Cash Register, 17; Otis 
Elevator, 14; Patino Mines, 19; Reading Company, 
13; Schenley Distillers, 19; Twentieth Century-Fox 
Film, 12; Zenith Radio, 14. 

These have recorded approximately the following 
percentage net increases up to this writing: Chicago 
Great Western pfd., 50; General Railway Signal, 
77; Goodyear, 100; National Cash Register, 56; 
Otis Elevator, 42; Patino Mines, 28; Reading, 53; 
Schenley, 78; Twentieth Century-Fox, 75; Zenith 
Radio, 142. The average appreciation for the group 
approximates 70 per cent. 

Some of these, as stocks and companies, are well 
above average in intrinsic quality, regardless of 
price-range classification. On a speculative-invest- 
ment quality basis, we are particularly partial to 
National Cash Register, Otis Elevator, Schenley and 
Reading, although we think their potentials of the 
next several months may be moderate. On these, some 
people—depending on objectives individually—may 
well elect to compromise. In a bull market—and this 
is still one by all the evidence—it is of very dubious 
wisdom for the investor to take a 100 per cent liquid 
position, risking “losing position” if intermediate 
reaction does not come when anticipated or go as far 
as one expects. For those who subscribe to this gen- 
eral principle, the four stocks mentioned here might 
well be held. Goodyear is an excellent company but 
the stock has had a tremendous rise from the bear 
market low. We can’t guess how much further 
Zenith may rise in the current speculation on the 
future of electronics but we figure that there is con- 
siderable sheer imagination in the current price. 
What about the others? If you did not hold them, 
would you buy them at current prices for inter- 
mediate or long term speculative—investment? We 
would not, even conceding they may go somewhat 








The well stocked shelves of the package store, now rapidly thinning out 
as our distilleries have gone to war, making alcohol for the Government. 
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higher before they go importantly lower. That being 
the case, we advise cashing profits on general mar- 
ket strength over the near-term, by which we have 
in mind the next three to six weeks, since both sea- 
sonal habit and present technical indications 
strongly favor the market in the mid-summer period. 

In our issue of last March 20 we presented another 
list of 10 stocks priced at $10 or under; and 10 
priced at $10 to $25. Omitting a few that were 
“repeats” and that have therefore already been dealt 
with in this discussion, the group up to $10 included 
(with price when the analyses were published) : 
Adams Express, 10; American Radiator, 8; Asso- 
ciated Dry Goods, 8°4 ; Consolidated Oil, 914; Mead 
Corp., 914; Richfield Oil, 9; Standard Brands, 6; 
Studebaker, 10. 


Some Low-Priced Stocks Show 
New Investment Quality 


Since March 20, even for popular low-price 
stocks, the market has become considerably less of a 
one-way proposition. The approximate percentage 
advances for these stocks to this writing have been: 
Adams, 15; American Radiator, 25; Associated Dry 
Goods, 65; Consolidated Oil (name now changed to 
Sinclair Oil), 18; Mead Corp., no gain (apologies 
for the dud); Richfield Oil, 22; Standard Brands, 
33; Studebaker, 25. 

Over a period of approximately three months the 
average advance in these eight stocks has been a 
bit over 25 per cent. At the rate of about 100 per 
cent a year, that’s too good to last. On current and 
recent technical action, some of them seem to us to 
have that “tired” look. On the other hand, there 
appears to be major improvement under way in the 
affairs of Standard Brands and Associated Dry 
Goods. An aggressive new management is making 
important strides in rehabilitating the operating 
methods and earning power of the former. This 
once prominent investment favorite has 
risen largely from an extremely depressed 
base, but is still depressed as compared with 
best annual prices of the period 1933-1937. 
We would not be surprised if earnings re- 
covery this year shows up quite impres- 
sively. On the belief that reaction risk is 
modest, we advise retention. Because of 
sharp recent run-up, Associated Dry Goods 
is a more volatile risk with respect to reac- 
tion possibilities, but in our opinion reten- 
tion is warranted on the basis of great im- 
provement in earning power, financial 
condition and divided expectancy. A sub- 
stantial beginning on preferred stock retire- 
ment seems probable. On the other six in 
this group we favor a profit-taking policy 
on the timing pattern indicated heretofore. 
For more precise timing advice, watch the 
A. T. Miller market analysis in each issue. 

The $10 to $25 group in our low-price 
selections of March 20 consisted of the fol- 
lowing, at approximately the indicated 
prices: Canada Dry, 19; Celotex, 11°4; 
Collins & Aikman, 20; Congoleum-Nairn, 
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1914; Flintkote, 19; Glidden, 20%4; Remington 
Rand, 1414; Ferro Enamel Corp., 15; Rustless Iron 
& Steel, 1514; Socony-Vacuum, 12. Average ap- 
preciation to this writing has been about 17 per 
cent; but advance in one—Glidden—has been so 
nominal that we have to chalk it up as a dud. The 
others as of this writing show the following per- 
centage advances from the prices given: Canada 
Dry, 14; Celotex, 22; Collins & Aikman, 35; Con- 
goleum, 18; Flintkote, 11; Remington Rand, 26; 
Ferro Enamel, 20; Rustless Iron & Steel, 12; 
Socony, 13. 


Our current advice is a compromise—straddle if 
you prefer. We favor holding Canada Dry, Collins 
& Aikman, Congoleum and Socony-Vacuum; and 
would watch for near-term profit taking opportu- 
nity on the others, subject, of course, to the indi- 
vidual’s tax position. All can be classed as “peace 
stocks” but we have an idea that these four, for the 
immediate term, would probably respond to evidence 
—or hopes—of early victory in Europe more favor- 
ably than the others. Canada Dry had a greater- 
than-average set-back in the market’s moderate June 
reaction, which should have reduced present tech- 
nical vulnerability. We are favorably impressed by 
the company’s near-term and longer range pros- 
pects. Collins & Aikman is the most volatile situa- 
tion in this list, as regards both market and earn- 
ings potentials. Maker chiefly of automobile up- 
holstery fabrics, it was one of the relatively few 
genuine “war casualties.” Average earnings of the 
six pre-war years 1936-1941 were very close to $5 
a share, running as high as $8.16 in 1937. For per- 
spective, present price around 27 compares with the 
year’s low of 1714 and bear market low of 105% in 
1942; but it sold as high as 50 in 1935, 66°4 in 
1936, 6234 in 1937, 3714 in 1939 and 35 in 1940. 





The end of the assembly line—when automobiles rather than weapons of war 
were the pride of Detroit. 
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Recovery of normal earning power is some distance 
ahead but as a speculation on peace it seems to us 
that the percentage price potential is substantially 
larger than the average of the automotive group. 
Congoleum and Socony-Vacuum are both good qual- 
ity stocks. Though their near-term market prospects 
don’t look too dynamic, neither do the reaction risks ; 
and we are disinclined to let them go. 

In our issue of last January 9 we presented a 
selection of 10 stocks for appreciation, with current 
buying recommendations on 6 low-price issues and 
advice—subsequently proven an error of judgment 
—to defer purchase of the other four in hope of 
better opportunity on reaction. On the basis of 
present prices, we “muffed” a potential of approx- 
imately 23 per cent in Armstrong Cork, 30 per cent 
in Bohn Aluminum, 60 per cent in Simmons Bed and 
65 per cent in United States Rubber. Especially as 
regards the latter two, our chagrin is very consid- 
erable, as well as undisguised. However, the other 
6 at this time show an average advance of approx- 
imately 68 per cent as follows: Barber Asphalt, 75 
per cent; Celotex, 75 per cent; Crane, 52 per cent; 
Fansteel Metallurgical (Curb Exchange stock), 80; 
Socony-Vacuum, 40; Warner Bros. Pictures, 87. We 
have already expressed current opinions on Celotex 
and Socony-Vacuum, which were “repeats” in our 
issue of March 20. 

Barber is a speculation on the ability of the new 
management to rebuild earning power, which in the 
recent past had declined in major degree. Since the 
issue is small (390,000 shares), it is possible that 
future share earnings may develop in spectacular 
fashion, but the longer prospect is far from clear 
and certainly speculative. It was recommended on 
a price basis for 1943, not to “put away and for- 
get.” We like it much less around 22 than at a 
price fractionally above 12 last 
January. Therefore, we would take 
profits on any further market rise 
over near weeks. 

Crane is an old-line, strongly es- 
tablished “heavy industry” stock 
which often in the past has com- 
manded market prices excessive in 
relation to an earnings and dividend 
record—and potential—which, while 
fairly good, was far from brilliant. 
We loved it in January at 14 but 
our late June affection, at 2114, is 
lukewarm. We say cash the profit 
on near-term market strength. 

Fansteel is a small company with 
a small capitalization. Aside from 
war-time earnings much larger than 
before, the stock’s appeal centers 
largely in “research romance.” Over, 
say, a five- or ten-year stretch, 
big things may be possible in this 
situation—but from the present 
perspective we don’t like to bank too 
heavily on imagination. The profit 
of over 80 per cent available to 
those who (Please turn to page 376) 
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ALLEGHENY-LUDLUM STEEL CO. 





PRICE RANGE 





VOLUME 


1942 1943 


1940 194 














BUSINESS: This is a leading producer of alloy and special steels with 
an annual ingot capacity of about 463,000 net tons. Of this, some 
193,000 tons is electric furnace steel, the remainder open hearth steel. 
About 95% of output consists of such high-grade steels as stainless 
alloys, silicon steels, high-speed tool steels, valve steels and nitrated 
steels, the latter a very hard type used for for gears, shafts, etc. 
Output is sold in a variety of forms to a widely diversified list of 
industries. Normally, the automotive industry is the largest outlet; 
others include the chemical, oil, machinery, radio and aircraft indus- 
tries. Since the war, production is governed mainly by war needs with 
all plants operating at capacity. The company is also the originator of 
Pluramelt, the result of a new melting process enabling the facing of 
carbon steel with high alloy steels, a truly revolutionary product with 
vast possibilities. 


FINANCIAL POSITION: Retention of a sizable part of earnings 
permitted maintenance of a sound working capital position despite 
plant expenditures of over $5 millions during 1941/42. Finances appear 
adequate for increased war-time operating needs with working capital 
at the end of 1942 amounting to $14.65 millions. Past earnings were 
about average but greatly improved since 1940 and promise to con- 
tinue their uptrend over the nearer term. First quarter net was $1.09 
per share against sixty-nine cents last year. There is no funded debt. 


OUTLOOK: Having concentrated virtually all output on alloy and 
specialty steels, the company should continue to prosper during the 
war despite sharply higher taxes. Barring important increases in 
special reserves, near-term results should hold around 1942 levels or 
better. Substantial expansion and modernization of plant, while en- 
hancing war-time profit possibilities, is also a favorable longer range 
factor. Prospects of intense post-war competition cloud the long-term 
outlook but the concern's well established trade position, the great 
diversity of its client industries and the potentialities of Pluramelt 
should go far towards stabilizing post-war operations. 


MARKET ACTION: In common with steel shares generally, the stock 
in the past displayed more than average volatility, reflecting the in- 
dustry's dependence on the business cycle. Since the war, market 
progress was less than average in view of post-war uncertainties. At 
present, the stock is some 75% above its 1942 low while our Index has 
risen 105%. Similarly, it is still 38% below the 1937 high while our 
Index is 30% below that point. 


COMMENT: Recent price—28. In view of the widening use of alloy 
steels in a great many industries, post-war prospects are regarded 
promising. Yielding about 7%, the stock at present looks under- 
valued. 


Long-Term Record 


Ne? 
Sales* Income Net Per Divi- Price 
Yeart (millions) (millions) Share dends Range 
|, ae $17.258 $0.835 $.99 $9.20 238-15 
eee 1.151 1.51 1.00 32 -21 
31.528 1.829 2.13 1.65 4034-2678 
36.573 1.813 2.10 1.60 4552-13 
18.261 D 1.070 D 1.04 Nil 293/4-145/8 
37.332 2.093 1.49 0.50 2814-14 
54.702 3.722 2.78 1.50 2612-152 
91.217 5.062 3.86 2.25 2534-174 
108.52 4.861 3.71 2.00 2234-16 





* 1934- incl. gross sales, thereafter net sales. = Data 1934-37 incl. 
for Allegheny Steel Co. prior to merger with Ludlum Steel Co. 


Six Companies with Outstanding Futures 
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BUSINESS: The largest factor in the automatic coal stoker industry, 
this concern makes stoking equipment of various sizes, from small 
house heating models to 1,000 hp. boiler capacity units used in indus- 
trial plants and power houses. The company's output accounts for 
about 20% of total production; additionally it has taken up the manu- 
facture of oil and gas burners, space heating units, warm air furnaces 
with and without combination air conditioners. Normally, distribution 
is nationwide through a network of over 1,500 dealers; prior to the 
war, the company also did an extensive export business. In 1940 the 
company began to make machined parts for Boeing bombers and in 
1941 plant facilities were enlarged considerably for additional war 
work as materials restrictions increasingly eliminated production of 
normal lines. 


FINANCIAL POSITION: Reiatively conservative dividend policy en- 
abled the company to-preserve a simple capital structure and build 
an excellent financial position though working capital of late declined 
somewhat in view of increased requirements to handle war business. 
Net current assets at the end of 1942 were $2.12 millions against 
$3.02 the year before, and bank loans were outstanding in the amount 
of $1.65 millions. Past earnings were good and the backlog of war 
orders is believed to support a high rate of operations through 1943, 
maintaining income at around 1942 levels at least. 


OUTLOOK: Presently, most production either directly or indirectly is 
for war purposes. Post-war prospects are believed very promising, 
offering a huge potential market for coal stokers in the residential 
field. While demand formerly was largely dependent on replacement 
and modernization needs, new residential building, believed large 
after the war, should greatly stimulate sales and new earnings peaks 
are expected once war restrictions on metal consumptions are lifted 
and economic conditions readjusted. Indicative of the large untapped 
market for stokers is the fact that by 1940, only 810,000 units were 
operating in the entire country. The war-induced switch from oil to 
coal heating should greatly stimulate their use. 


MARKET ACTION: Past fluctuations of the stock were below average, 
first reflecting relatively restricted growth prospects for the company's 
chief product in the face of rapidly growing popularity of oil burners, 
and since the war evidencing virtual elimination of normal production 
due to materials restrictions, only gradually compensated for by war 
work. Currently, the stock is 60% above its 1942 low while our Index 
rose 105%, and 60% below the 1937 high while our Index is 30% 
below that point. 


COMMENT: Recent price—!7!/4. Stable earnings and dividend record, 
good yield (7%) and strong deferred post-war demand for company's 
product give the stock above average attraction. 


Long-Term Record 





Ne? Net 
Sales* Income Net Per Divi- Price 
(millions) (millions) Share dends Range 
$3.188 $0.521 $1.76 $0.80 19%- 8 
4.32 0.60 2.02 1.00 30 -13'2 
5.811 0.774 2.16 1.00 31-222 
6.538 0.711 1.98 1.2 27) -12%2 
5.664 0.606 1.69 1.20 9 +122 
5.952 0.611 1.70 1.20 1942-14 
7.232 0.721 2.01 1.20 183%4-117% 
9.427 0.652 1.81 1.20 18 -10%2 
15.092 0.491 1.37 1.20 15 -10% 
earned. 

















DRESSER MANUFACTURING CO. 








us 
) 
z 
< 
« 
WJ 
4 
x 
a 


5 Go,tce, Tad 


VOLUME 











BUSINESS: This greatly diversified enterprise with its four manufac- 
turing divisions produces a comprehensive line of pipe couplings, 
clamps, sleeves, fittings and other pipe accessories used principally 
in the construction, operation and maintenance of gas, oil and water 
pipe lines. Also gas-fired heating and air-conditioning equipment, gas 
and steam driven engines, compressors for the oil industry and a varied 
line of pumps for water, oil and gas purposes. Of the four wholly 
owned subsidiaries, operating as independent divisions under the gen- 
eral name of Dresser Industries, the best known are Bryant Heater Co., 
Clark Bros. and the Pacific Pump Works. Since 1942 all divisions are 
100% engaged in war work, producing important components for 
tanks, gun carriages, aircraft and ordnance but also some of their 
regular products, notably couplings, pumps and heating equipment for 
military and essential civilian purposes. 


FINANCIAL POSITION: Financial position is sound and working 
funds adequate after arrangement of a V-loan of $5 millions for Clark 
Bros. and an increase from $6 millions to $9 millions of a similar loan 
for the Bryant Heater Co. Currently, working capital amounts to $5 
millions, virtually all in cash. Apart from long-term notes of $6.35 
millions, there is no further debt and common stock capitalization is 
small, resulting in considerable leverage. Earnings sharply improved 
since 1939 but dividends were kept moderate to bolster the capital 
position and provide funds for expansion of facilities. 


OUTLOOK: With unfilled orders amounting to some $44 millions, 
further increase in sales and earnings is indicated. First quarter net 
was $2.28 per share against seventy-three cents last year. While 
margins may narrow because of renegotiation, a severe shrinkage is 
not expected and 1943 earnings before taxes should exceed last year's 
as military work is more than compensating curtailment of regular 
lines. The latter should be stimulated considerably by increasing oil 
field repressuring and refining modernization, some of it possibly 
undertaken before the war ends though the bulk may not materialize 
until after the war. This together with the great diversity of the com- 
pany's operations should provide considerable protection against the 
normally distinct cyclical influences affecting the company's business. 
MARKET ACTION: Past fluctuations of the stock were above average, 
reflecting the cyclical influences inherent in the company's operations. 
This trend continued under the impact of high war-time earnings and 
the common at present is 133% above its 1942 low and 22% below 
its 1937 high. By way of comparison, our Combined Index is now 
105% above its 1942 low and some 30% below the 1937 high. 
COMMENT: Recent price—305%. In view of the existing potentialities, 
the stock, yielding about 5% on the basis of the amply secured annual 
dividend of $1.50 has more than average attraction. 


Long-Term Record 


Net Net 
Sales Income Net Per _ Divi- Price 
(millions) (millions) Share dends Range 


oesnees $0.112 D$1.47(a) __...... 11%- 5 (b) 
0.125 Dt. 


aniaten LS a 17V2- 6%(b) 
$3.915 0.38 1.36) __...... 364-13 (b) 
6.262 0.391 0.91(a) _...... 391%4- 8V4(b) 
5.802 0.053 } aaa 14 = 6Y2 
6.912 0.765 2.55 0.75 17Ve- 6 
11.833 1.196 3.57 2.00 30 -14% 
11.777 1.010 3.02 1.50 23Ve-125/8 
28.796 1.728 5.16 1.50 16%4-13Vs 


(a) On class 











Six Companies with Outstanding Futures 


BOHN ALUMINUM & BRASS CO. 





PRICE RANGE 
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BUSINESS: This company operates largely as a foundry enterprise 
with finishing operations mostly performed by its customers and others. 
Normal list of products includes bearings; castings of aluminum, brass, 
bronze and magnesium; numerous extrusions, forgings and pistons as 
well as refrigerator parts. Ordinarily about 40% of ouput is taken by 
the automobile industry but since 1941 production of war materials 
exceeded other output and plant facilities were greatly expanded. 
Increasing diversification, prior to the war, was obtained through 
development of aluminum and brass parts for the plumbing and 
building trades, and a variety of consumer durable goods industries. 
The company also leads in the fabrication of magnesium alloys a field 
which holds considerable long-term promise. Having doubled its plant 
capacity in 1941 at a cost of $4 millions, further construction work 
costing one million was undertaken in 1942 to accommodate sizable 
orders for extruded aluminum parts for the aviation industry. 


FINANCIAL POSITION: Though sharp expansion of receivables and 
inventories restricted the company's cash position in 1940/41, a sound 
financial status was always maintained. Bank loans of $1.2 millions in- 
curred in 1941 to finance plant expansion were repaid early in 1942. 
At present, working capital amounts to $6.36 millions and cash to 
$1.10 millions. A contingency reserve of $2.40 millions was set aside 
from 1942 earnings. Past earnings were good and dividends conservative. 


OUTLOOK: While price adjustments may reduce margins, earnings 
before taxes should further improve and capacity operations are in- 
dicated for the duration to fill the mounting requirements of aluminum 
and magnesium parts, especially for the aircraft industry. The com- 
pany after the war should broaden its markets in the non-automotive 
fields besides maintaining its leading position in supplying aluminum 
parts for automobiles. Volume then will be the principal determinant 
of earnings. Post-war expansion of civilian aviation should offer a 
promising field, as will the revival of residential and other building 
construction. 


MARKET ACTION: Reflecting its dependence on the business cycle, 
the stock prior to the war showed about average volatility but since 
1940 fluctuations became wider, reflecting the sharp spurt in earnings 
from war work. Currently, the common stands 109% above its 1942 
low against a rise of our Index of 105%. The stock is 8% above its 
1937 high, considerably outdistancing the market, as our Index is still 
30% below that point. 


COMMENT: Recent price—52'/4. Considering high war-time earning 
power and good post-war prospects, the stock appears to have above 
average merit. The regular fifty cents quarterly dividend should again 
be supplemented by an extra payment of one dollar, affording a yield 
of nearly 6%. 


Long-Term Record 


Net Net 
Sales Income Net Per Divi- Price 
(millions) (millions) Share dends Range 
$1.518 $4.31 $3.00 6834-4412 
1.588 4.51 2.25 597/e-395/2 
1.579 4.48 3.75 63/s-40V/s 
1.773 5.03 4.00 48/e-21 
0.182 0.52 0.50 3012-15 % 
0.758 2.15 1.00 2812-16 
1.441 4.09 1.50 34 -193%4 
1.932 5.48 2.00 35 -25s 
2.389 6.78 3.00 43 -25 
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Six Companies with Outstanding Futures 


SQUARE D COMPANY 








PRICE RANGE 























VOLUME 


1942 1943 





1940 1941 














BUSINESS: Specializing in the lighter types of electrical equipment, 
this concern makes numerous devices and supplies for widely diverse 
uses with the number of products, in all their variations and combina- 
tions, running well into the thousands. Among them are switches, 
switchboards, panel boards, multibreakers, electric control devices and 
insulators. More recently, the company through acquisition of the 
Kollsman Instrument Co. has become a leader in the field of aircraft 
precision instruments and entered the optical field by acquiring the 
John H. Emmerich Optical Co., making lenses and prisms to supple- 
ment the aircraft instrument business. In addition to the numerous 
standard devices common to the electrical industry, large quantities 
of custom-built apparatus are engineered and constructed to cus- 
tomers specifications. Output in 1942 expanded sharply with the 
largest gain in aircraft instruments. Facilities were enlarged consider- 
ably with both the company's and Government funds. 


FINANCIAL POSITION: Finances are sound with working capital at 
the end of last year amounting to $4.81 millions whereof $3.88 is 
cash. However, larger funds may be necessary to handle increasing 
sales and the issuance of additional common stock has been author- 
ized. At the same time, the relatively small amount of outstanding 
preferred stock is constantly being reduced. Earnings since 1939 have 
been rising steadily and first quarter sales indicate further improve- 
ment. There is no funded debt, but $5 million of a $10 million V-type 
credit have been used so far. 


OUTLOOK: Increased plant facilities plus the leasing of additional 
plant space from the Government will assure further sales increases 
with all divisions participating; margins, however, may be lower. Over 
the longer term, the company appears assured of its share of the 
business available in its line, thanks to products improvement by con- 
stant research and increasing diversification. The Kollsman division in 
particular has distinct growth possibilities and while competition may 
be keen, it is with well managed concerns which do not usually go in 
for ruinous price wars. For the duration, new sales peaks are indicated. 


MARKET ACTION: Moving essentially in line with the business cycle, 
the stock in the past exhibited about average volatility. Since the war, 
fluctuations became narrower reflecting the sharply increased war-time 
earning power of the company. The common currently is about 31% 
above its 1942 low and 24% below its 1937 high while our Index is 
105% above and 30% below these points respectively. 


COMMENT: Recent price—36!/2. The amply protected $2 dividend 
affords a yield of 5!4% which together with substantial war-time 
earning power and favorable long-term prospects should give the 
stock considerable speculative attraction. 


Long-Term Record 


Net Net 
Sales Income Net Per _ Divi- Price 
(millions) (millions) Share dends Range 

Matedas $0.428 $2.94(a) ‘Nil 8 = 1%(e) 
Be 0.726 6.19(a) 200%(b) 423%4- 7Vsle) 
ioc 0.982 3.22(a) Nil 43 3%4-21% 
7.708 1.062 3.09 1.75 4834-16 
5.431 0.403 pF 0.75 31-122 
7.440 1.038 3.02 1.75 345-182 
13.613 2.023 4.56 2.80 4012-267 
27.425 3.104 7.14 3.00 4014-314 
39.349 2.769 6.36 2.00 3834-277% 





(a) On Class "'B'' stock. (b) Stock dividend. (c) Before 3/1 split-up. 
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SYLVANIA ELECTRIC PRODUCTS CO. 
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1942 1943 


1940 1941 


BUSINESS: Leading manufacturer of radio tubes, incandescent and 
fluorescent lamps and fixtures, and certain electronic and chemical 
products directly related thereto. Nationally, the company is the third 
largest producer of incandescent lamps (under GE license expiring in 
1944) although it accounts for only about 6% of domestic output. It 
is second largest in radio tubes (under RCA license expiring in 1947) 
and normally half of its output goes to two radio set makers. In 
1939, the company introduced a line of fluorescent lamps made under 
its own and other patents. It also makes power transmission and 
cathode ray tubes. The fluorescent lamp division is contributing a 
rising proportion of revenues as the use of this type of lighting in war 
plants has greatly increased. Despite restriction on civilian uses, the 
concern has large orders under priority ratings for war industries and 
military establishments, and considerable expansion of facilities was 
necessary to meet enlarged demands. The company's position in the 
fluorescent lighting field was notably strengthened in 1941 by the 
receipt of 35 new patents, and it is now leading among four concerns 
which account for almost all fluorescent lamp output. 


FINANCIAL POSITION: Finances are sound. Funds for expansion 
and replenishment of working capital were obtained by issuance of 
new common stock (1941) and $4 million debentures (1942). Addi- 
tionally, a $10 million V-type bank credit was arranged last October 
and issuance of another 165,000 shares of no par common is con- 
templated. However, proceeds of the latter is primarily for redemp- 
tion of 444% convertible preferred stock. Working capital amounts 
to $10.78 millions, whereof $2.03 is cash. 


OUTLOOK: In 1941, sales of fluorescent lighting equipment con- 
tribued 32% of total volume, radio tubes 45% and incandescent 
lamps 23%. Lamp sales will probably hold steady despite some produc- 
tion restrictions while radio tube sales are bolstered by large military 
demands, and a high operating level is indicated for the duration. 
Though a relatively steady replacement demand should exert a stabiliz- 
ing influence on sales and earnings, post-war business will again reflect 
cylical influences, notably in respect to sales of fluorescent lighting 
equipment and radio tubes to receiving set manufacturers. However, 
inherent growth prospects should result in a secular uptrend of oper- 
ating profits. 

MARKET ACTION: In line with the company's dependence on the 
business cycle, past fluctuations of the stock were about average. At 
present, the common is nearly 100% above its 1942 low against a rise 
of 105% of our Combined Index. It is 42% below its 1937 high 
while our Index is 30% below that point. 

COMMENT: Recent price—3!. Company should benefit from large 
deferred demand accumulating due to restrictions on civilian use of 
most of its products. 














Long-Term Record 


Net Net 
Sales Income Net Per  Divi- Price 
(millions) (millions) Share dends Range 
BEE $0.874 $3.81 $2.00 2634-17 
$7.913 0.776 3.31 2.00 40 -26 
10.234 1.034 4.49 3.00 5212-32 
9.417 0.868 3.58 2.75 531/2-341/2 
7.957 0.438 1.48 1.50 332-15 
11.022 0.856 3.52 2.00 31 -20 
14.358 0.880 3.59 2.50 4734-2812 
20.561 1.067 1.78 2.18 1934-134 (a) 
32.338 1.057 1.76 1.25 251/2-157%/ (a) 
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Air Transport Stocks 


The air transport stocks re- 
main among the most popular 
groups in the market. The bet- 
terment in current earning power 
of most of these issues has been 
phenomenal; and one of the pri- 
mary reasons for this is excep- 
tional. On the domestic lines a 
smaller number of planes are in 
service and the total plane mile- 
age flown was lower in the first 
quarter of this year than for the 
comparable period of the preced- 
ing year. This tended to reduce 
operating expense. On the other 
hand, the leading lines were able 
to operate their planes at 80 to 
86 per cent of load-carrying 
capacity, against 52 to 68 per 
cent in the first quarter of 1942. 
Although total operating reve- 
nues increased only $2,081,000 
for the group, net income in- 
creased $2,855,000 or from $603,- 
000 in the first period of 1942 to 
$3,458,000 for first quarter this 
year. For a gain in net to exceed 
gain in operating revenue is de- 
cidedly unusual, if not unique. 


Spicer Manufacturing 


With a very strongly estab- 
lished line of automobile universal 
joints, propeller shafts, clutches, 
axles, etc., Spicer has long been 
one of the most “respected” 
stocks in the motor group. Re- 
cently issued earnings report 
showed $5.59 earned per share for 
the nine months ended May 31, 
compared with $7.49 for the com- 
parable previous 9-month period. 
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This may be said to be a recession 
from phenomenal to merely excel- 
lent. In years of good peace busi- 
ness in regular products, Spicer 
usually earned between $4 and $6 
per share a year. In 1942 (fiscal 
twelve months ended Aug. 31) it 
earned $10.57 and in the 1941 
fiscal year it earned $9.42. Oper- 
ating in a business subject to 
rather wide swings in volume, the 
company’s past record in profits 
and dividends has been above 
average for the automotive group. 





Nevertheless, it has had _ its 
“down” years and could have 
them again. In 1988 it earned 
only 29 cents a share; in 1934 
and 1935 only $1.38 and $1.40 
respectively. Spicer has a de- 
decidedly unusual market record. 
In the bear market years 1940 
and 1941, it made highs moder- 
ately topping previous bull mar- 
ket high of 37 in 1936. In the 
1942 market rise it equalled 1936 
high but fell a bit short of 1940 
and 1941 highs. This year it 
made a high to date of 4254, 
comparing with 1942 low of 30 
and 1940 and 1941 highs of 38°4 
and 381% respectively. Thus, in 
ratio both to the present bull mar- 
ket and to its own highs of the 
preceding three years, the stock’s 
up-side performance has_ been 
“different.” Dividend ‘yield is 
over 7 per cent and seems secure 
for some time to come. 


Railroad Stocks 


The railroad operating and 
financial statistics continue to 
make fancy reading, while the 
technical action of the stocks is 
currently a question mark. In the 
market’s moderate set-back from 
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Here is winter in mid-summer as magically produced by Westinghouse 
for the purpose of testing power-line switches. We hope looking at it 
makes you feel cooler. 
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Weston Elec. Instrument (March 31q) 


Kelsey Hayes Wheel (9 mos. May 31). 
Aviation Corp. (6 mos. May 317) ........ 


Philip Morris (Year March 31) 
Exchange Buffet (3 mos. April 30) 
Parker Rust Proof (6 mos. March 31) 


Caterpillar Tractor (5 mos. May 31) 
U. S. Ind. Alcohol (12 mos. March 31) 


(a) On Prior Stock. 





Austin Nichols (Year April 30)................. 
Chicago Yellow Cab (March 31q) ........ 






Spicer Mfg. (9 mos. May 31) ................ 


U. S. Smelting (5 mos. May 31) ............. 


Le Tourneau, Inc. (5 mos. May 31) ....... 


Warner Bros. (26 wks. Feb. 28) .............- 
Divco Twin Truck (6 mos. April 30) ..... 


Detroit Edison (12 mos. May 31) ......... 


Allied Stores (3 mos. April 30) ............. 
Celotex Corp. (6 mos. April 30) ........... 
Distillers Corp.—Seagram (3 mos. April 30).... 
United Merchant & Mfgs. (9 mos. March 31).... 


(b) On Combined Class A and Class B Stocks. 


Variations in Recent Earnings Reports 























1943 1942 1943 1942 
sccesesaee (a)$19.43 $4.50 Collins & Aikman (3 mos. May 29) .............. $0.56 Bef. 
cancganbess 79 .73 Duro Test Corp. (9 mos. April 30) ............ .21 0.5 
perenne 49 .39 «Grand Union Co. (3 mos. May 29) ................ «49 -55 

ae (b)2.65 2.44 Mueller Brass (3 mos. May 31)............-20-- 1.14 1.37 
wanee eae 43. =U. S. Plywood (12 mos. April 30) ................. 3.14 3.85 
cesicauetaaa 5.59 7.49 National Power & Light (3 mos. March 32)... .19 WW 
pacaataisie 6.12 8.00 Am. Fork & Hoe (12 mos. April 30) ............. 1.39 2.38 
paccoumiges 87 #8 1.88 Railroads 
Sans eae 22 11 (All for 5 mos. to May 31) 
ee 2.02 1.62 Norfolk & Western 6.19 5.22 
canessiotany .84 92 Union Pacific 9.15 3.58 
ee 1.06 97. ~=Pittsburgh & Lake Erie 2.19 1.96 
eseecssniea -20 -11)0sON. Y. Central 4.14 1.76 
eotees 1.45 1.05 Southern Rwy. 5.75 5.24 
ceabsguseee 1.33 1.67 Pitts. & W. Virginia 1.72 1.20 
Aaa NS 3.06 5.30 Illinois Central 8.68 5.30 
weveeketes .75 38 Great Northern 1.80 1.18 
scrcbeiine 63 .69 ODel., Lack. & Western 1.70 92 
1.50 1.96 Chic., Burl., & Quincy 10.16 3.31 
5.68 6.60 Alabama, Great Southern 4.12 3.16 




















the June recovery highs, the re- 
action in rails was of well above- 
average severity. On the subse- 
quent advance up to this writing, 
the rail average has tended to lag 
behind the industrial average. If 
it can soon follow the industrials 
in topping the June high, Dow 
Theory bulls will be very happy. 
If not, they need not necessarily 
be sad. There have been previous 
occasions when industrials have 
had very good and protracted ad- 
vances with little or no “help” 
from the rail average. That was 
true for a notably long part of 
the 1935-1936 rise. 

Main trouble with rail stocks 
is the stubborn investment con- 
sensus that they will earn far less 
in the coming era of peace than 
they are now earning in war. 
That is certainly true, but there 
is a question whether this “peace 
pessimism” is being over-done. 
For instance, most rail stocks sold 
much higher at best 1936 levels 
than they are selling today — 
though 1936-1937 earnings were 
far under present earnings. Con- 
sidering the substantial reduction 
in rail debt it is likely that for 
some years after the war the rails 
on the average will at least earn 
moderately more than in 1936- 
1937. Maybe what it will take to 
give them a real market rise will 
be their eventual re-acceptance as 
“peace stocks,” when the market 


not improbably would put a high- 
er value on earnings of $2 a share 
than it now puts on earnings of 
$10 a share. The statistical com- 
parisons cited here prove nothing. 
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They merely emphasize the 
peculiarity of human psychology. 


Stock Selection 


Any formula for selection of 
common stocks is good —if it 
works. For instance, one studious 
investor decided in the summer of 
1942 to buy a selection of low- 
price stocks (under $20) meeting 
the following requirements: Book 
value above price per share; net 
quick assets above price per 
share; common stock sole capital- 
ization; excess profits tax credit 
exceeding dividend payment; 
dividend yield of not less than 6 
per cent. This man’s selection 
today shows a total profit of 
slightly over 100 per cent. 
Against this, most any broker can 
cite non-studious clients who have 
fared equally well with no “sys- 
tem” at all—except perhaps to 
follow the crowd in buying active 
and rising low-price stocks. This 
may be an appropriate time to 
observe that what counts in the 
final analysis is not the paper 
profits that you make in the mar- 
ket but the profits that are yours 
for keeps. Most people find it 
easier to buy—and hold—than to 
sell. This market may go quite a 
bit higher but we know that soon- 
er or later it will go quite a bit 
lower. At any rate there is far 
more certainty about a profit of 
100 per cent — however it was 
brought about —than there is 
about either the near term or the 
long term movement of the mar- 
ket. That is, there is certainty 
about it to the extent cashed in. 





Machine Tools 


The machine tool industry is 
notably one of numerous rather 
small companies. Before the war 
it considered $200,000,000 worth 
of business a year as a boom con- 
dition, to be encountered rarely; 
did not do so badly on as much as 
$100,000,000 a year; and man- 
aged to stand periodic depression 
years, without bankruptcy, when 
new orders were small change in- 
deed. Now that it has done war 
business in the billions—with vol- 
ume already tapering off — in- 
vestors regard its post-war pros- 
pect with sentiments ranging 
from skepticism to the blackest 
pessimism. Though volume after 
the war will be far under the 
1942-1943 level, it may well be 
substantially bigger than market 
prices now allow for. There will 
be considerable export demand, 
also demand from “starved” 
civilian industries at home. The 
peace-time auto industry will be 
a sizable customer. Other de- 
ferred and accumulating needs 
center in printing machinery, tex- 
tile machinery, wood-werking 
machinery and commercial laun- 
dry machinery. The unpredict- 
able level of corporate taxes over 
the period, say, 1945-1950 may 
have more to do with profits of 
machine tool companies than the 
prospective change in volume 
from present levels. This is by 
no means to argue that machine 
tool stocks are bargains. It is 
just a reminder that there are 
two sides to the question of how 
bad—or how good—their longer 
potential may be. 
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The Personal Service Department of THe Magazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker, This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give aH necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Mead Corp. 


t 


I own 200 shares of Mead Corp. at about 
91, and 934. The stock does not seem to 
me to be acting very well. 

Please tell me if I should sell, hold or 
buy more to average down.—P, G., San 
Francisco, Calif. 


Mead Corporation earned $1.32 
in 1942 as compared with $2.66 
in 1941. Earnings in the first 
quarter of 1943 amounted to only 
21 cents as compared with 62 
cents in the same period of 1942. 
In the pre-war years of 1936 to 
1939, inclusive, company earned 
as high as $2.40 and in one year 
showed a deficit of 92 cents per 
share. The decrease in earnings 
in 1942 was partly attributable to 
the increase in excess profit tax 
which amounted to $1,765,000 as 
compared with $670,000 in 1941. 
Indications are that earnings for 
1943 will fall well below the $1.32 
shown in 1942. Production and 
consumption of books and maga- 
zine papers is under regulation 
and sales in this division will un- 
doubtedly recede this year. Pro- 
duction of heavy duty papers and 
board will be maintained at a 
fairly high rate and the manu- 
facture of tannic acid, which is 
not restricted, will contribute more 
to this year’s sales. The company 
paid 90 cents in dividends in 1942 
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but in the first quarter of 1943, it 
paid 15 cents per share and the 
same amount was paid in the 
second quarter. The company 
should be able to maintain this 
yearly rate of 60 cents per share. 

The latest consolidated balance 
sheet, dated December 31, 1942, 
showed a good financial condition. 
Total current assets amounted to 
$13,126,551 as compared with 
total current liabilities of $4,581,- 
195, with net current assets 
amounting to $8,545,356. Cash 
position improved and amounted 
to $2,180,473. Moreover, the 
company refunded $6,000,000 
first mortgage 414’s of 1955 with 
an equal amount of 314’s due 
1945-1955, while serial notes were 
reduced from $1,650,000 to 
$790,000. The ratio of current 
assets to current liabilities is 
about 3 to 1. Current liabilities 
were increased by slightly over 
$1,000,000 on December 31, 1942 
as compared with December 31, 
1941, due to heavier income taxes. 

While we would not disturb this 
stock at current market price, we 
would prefer to see you keep your 
portfolio diversified’ and there- 
fore, do not recommend addition- 
al purchases of this stock. In 
event of general market strength 
this summer, sale of the stock 
should be considered. 


Sterling Drug 


About two years ago I bought some 
Sterling Drug Corp. common stock at 
around fifty-five. As you know this stock 
rose to almost seventy. However, in the 
last few months I notice that it has slowly 
dropped, and is at present around sixty- 
two. Would you advise holding or switch- 
ing this stock? Do you think the stopping 
of sales in Castoria had any effect on this 
reaction?—M. C. H., Fairfax, Alabama. 


Sterling Drug Corporation 
earned $4.05 in 1942 on the com- 
mon stock as compared with $4.97 
in the preceding year. It paid 
dividends in the amount of $2.40 
in 1942 and has paid dividends 
continuously for the past ten 
years. This company is the lead- 
ing domestic manufacturer and 
distributor of household remedies 
and preparatory products. The 
company’s three leading well 
known brands are: Bayer Aspirin, 
Phillips Milk of Magnesia and 
Fletcher’s Castoria. Other well 
known products include Dr. 
Lyons’ Tooth Powder, Diamond 
Dyes, Danderine and Watkins’ 
Mulsified Cocoanut Oil Shampoo 
and other toilet preparations, 
Ironized Yeast, Energine Clean- 
ing Fluid and Cascarets. Despite 
the larger inventory and receiv- 
ables necessitated by expanding 
business volume, an outstanding 
strong financial position has been 
maintained. The company’s cash 
position is strong. 

In the first quarter of 1943, the 
company earned $1.37 per share 
as compared with $1.30 for the 
same period of 1942. It would 
be purely conjectural on our part 
to attempt to predict just how 
much income account will be af- 
fected by the unfortunate Cas- 
toria incident but in our opinion, 
the company’s aggressive man- 
agement will largely offset any 
such loss and we see no reason to 
disturb this stock at the current 
market price. 
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CONCLUSIONS 






MONEY AND CREDIT—First quar- 
ter profits averaged 18%, above last 
year; but 1942 net was only frac- 
tionally better than in 1941. 





TRADE—Department store sales in 
four weeks ended June 19 were 
24%, above last year, against gain 
of only 14% for year to date. 





INDUSTRY—Coal strikes halt rise in 


business activity. | Congressional 
political opponents of the President 
jeopardize price control program. 





COMMODITIES—Farm bloc, backed 


by Congress, precipitates artificial 
food crisis and an alarming feed 
shortage. Commodity prices rise. 









The Business Analyst 


Having barely recovered from the shock of 
Lewis' second coal strike, per capita business 
activity has again dropped a point under 
impact of the third strike. Labor's cause is 
not helped by tactics of leaders like Lewis, nor 
is our war effort furthered by the farm bloc's 
disgraceful scramble for profit and efforts of 
the opposition party in Congress to put the 
President in a hole. 

* * * 


In all fairness it should be recognized that 
the President has thus far done a swell job 
of keeping prices down in face of determined 
opposition from his political opponents in 
Congress who advance the specious argument 
that the best way to handle the "inflationary 
gap" is to let prices rise and mop it up. 
This might be grand for farmers while the orgy 
lasted, and for organized labor with the po- 
litical power to keep wages several jumps 
ahead of prices; but would be ruinous to fam- 
ilies with fixed incomes. The inevitable after- 
math would be another collapse like 1932. 


* * * 


If Congress has its way the food situation 
in this country will be chaotic by the time 
Election Day rolls around next year, For this 
reason it is well to get the facts straight now. 
In the eighteen months since Pearl Harbor, 

(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b| June 28 1.89 1.65 0.82 0.43 (Continued from page 369) 

Cumulative from Mid-1940 June 28 109.2 107.3 34.2 14.3 food at retail has risen 24% —largely because 
Congress has refused to sanction ceilings on 
livestock; but wholesale prices of products other 

FEDERAL GROSS DEBT—$b June 28 135.9 135.6 72.0 55.2 than food and farm products, which the Admin- 
istration has been permited to control, are up 
ee ee June23. 3250 32.8 25.9243 — die 

Demand Deposits—10! Cities ...... xe ’ : ; : 

- accel in Circulation seston June 23 17.2 17.2 12.2 10.7 Pressure groups which were the loudest in de- 
nouncing war profiteering in World War | are now 
the greediest profiteers in the present war. Prices 

BANK DEBITS—1 3-Week Avge. J received by farmers have advanced more dur- 

New York City—$b a eovecccccccccnesesocccocs une 23 5.37 5.36 3.68 3.92 ing the present war than in the like period of 

100 Other Cities—$b..................... June 23 7.16 7.14 5.70 5.57 World War |; but prices paid by farmers have 
risen less than half as fast. Farm income in 
November last year was 45% larger than in the 

INCOME PAYMENTS—S$b (cd) Apr. 11.16 11.22 8.91 8.11 : ie : 

Salaries & Wages (cd) .....ccsss...« Apr. 8.04 7.92 6.18 5.56 | like month a year earlier, just preceding Pearl 

Interest & Dividends (cd) ............ Apr. 0.75 0.91 0.77 0.55 | Harbor. 

Farm Marketing Income (ag) ...... Apr. 1.28 1.31 0.98 1.21 vl th 

Includ'g Govt. Payments (ag) ....| Apr. 1.35 1.40 1.06 1.28 In the eighteen months since Pearl Harbor, 
factory weekly wages have advanced 29%, 

CIVILIAN EMPLOYMENT (cb) m| May 52.1 51.2 51.6 50.2 compared with an advance of less than 13% in 
. living costs. The rise in living standards for 

Agricultural Employment ..............| May 10.8 9.6 10.2 9.0 ie ; 

Employees, Manufacturing ........ May 15.9 16.0 14.1 13.6 families where more than one member is en- 

Employees, Government ............. May 6.0 5.9 5.0 45 gaged in war work has been extraordinary. Since 

UNEMPLOYMENT (cb) m May 0.9 0.9 2.6 3.9 the aggregate supply of consumer qoods is 
shrinking, it is evident that farmers and organ- 
ized labor are raising their standards at the 

ee EMPLOYMENT (Ib4) May 167 167 148 141 expense of the politically unorganized half of 
vow to a oe RE ne ae ae ees ee 

FACTORY PAYROLLS (ib4) Apr. 309 304 221 189 Such evidence of greed and political dissension 
on the home front is headline news for the 
enemy; but makes sour reading for our soldiers 

FACTORY HOURS & WAGES (ib) “ “as siti “2 ie and sailors abroad. They may well wonder if, 

Waetdy TOUS: ..6..:ccccssceess: pr. : . . . r : 

Hourly, Wege ae ee 94.4 93.4 82.2 78.1 when the war is over, rs will return to any 

Weekly Wage ($) eo mnccnccnen, Apr. - Bh Ee Pe ee Ree ee ee 

* * * 
In refusing more than a nominal wage increase 

PRICES—Wholesale (Ib2) - 19 gs roa 98.1 92.2 to coal miners, the W. L. B. points out that 

Rata) ieee a iannnscaes ay 113.0 113.2 113.2 107.5 weekly wages of the coal miners in March 
were 65% higher than in January 1941, and av- 

COST OF LIVING (Ib3) May 125.1 124.1 116.0 110.2 eraged $42.97 for a 38.3-hour week compared 

EE May 143.0 140.6 121.6 113.1. | with $41.84 for a 44.8-hour week earned by the 

CTT RE? REE sees res May 127.8 127.8 126.2 113.8 average worker in all manufacturing industries. 

BRIE soo sde seshcesSvuscvesonsos hsesctesontenscenees May 108.0 108.0 109.9 107.8 oe 

Further evidence that the President means 
business in his determination to prevent a run- 

RETAIL TRADE away inflation may be seen in the recent rejec- 

— ery “ewe (Con HSB sco. av. ake - 4 vad tion by Economic Stabilization Director Vinson 

urable Goods .........csssssesseees ees pr. : , : ‘ J : 

Non-Durable Goods Apr. ie 46 i 4 [ORO er See Geet fr 
Chain Store Sales (ca) May 171 175 170 is; | emergency board to railway non-operating 
Dept.. Store Sales (rb} (1)............ May 122 128 108 116 | unions. In lieu of this it is believed that Mr. 
Dept. Store Stocks (rb2) .............. May 90 87 126 95 Vinson will follow the President in proposing 

time-and-a-half for hour 40—a compromise 

COMMERCIAL FAILURES (db) May a ae ic eae Anke a 

MANUFACTURERS’ be i to a wage increase of only 6 

New Orders (cd2)—Total .............. Apr. 284 284 292 ag oe a 

Durable Goods. ............ccscecscsscseee: Apr. 418 433 449 265 

Non-Durable Goods ............c:sc000 Apr. 197 188 192 178 Commerce Department reports that corporate 
Shipments (cd3)—Total o0...........0 Apr. 253 249 200 183 profits after taxes for the first quarter were 18% 

~set = 1 ng a seeeteneessesenerseneees a <4 a pi med above last year, and that 1942 profits averaged 

on-Durable Goods ...............000: pr. ; 2 ; 

Inventories, end Month (cd3)........ Apr. 175 175 167 ce | 2 ee Bee & 1M, Soe eh ee en 

Durable Goods .........cccssssssssssesssese Apr. 213 211 187 170 | may recall that the latter was predicted in this 

Non-Durable Goods ...........:.:000 Apr. 142 144 150 137 column more than a year ago at a time when 
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PRODUCTION AND TRANSPORTATION 





Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 





BUSINESS ACTIVITY—I—pc June 19 «131.6 = 130.0 124.8 ~—s118.2 
gat ae Sa June 19 157.6 155.7 148.0 139.5 many commentators looked for a 40% to 50% 


slump. Dividends and net profits reported for 























a ng gt phat tens) nr poo po hon pes 1942 by insured commercial banks averaged 
Non-Durable Goods, Mfr... May 148 147 138 141 Slightly less than in 1941. 
STEEL INGOT PRODUCTION oda 
(stm May 755 737° 7.38 696 pe 
: partment store sales in the week ended 
Cumulative from Jan. I ou... May 36.84 29.29 35.52 55.69 dane: (were S08E, alenie: thie Ma pated bet 
ELEC. POWER OUTPUT year, compared with increases of 24% for four 
(K. W. H.)m June 26 4,120 4,098 3,457 3,369 = weeks and 14%, for the year to date. 
ENGINEERING CONSTRUCTION * * * 
AWARDS (en) $m June 24 54 8 159 93.5 ; 
Cumulative from Jan. I ou. June 24 1,766 1,712 4,746 5,692 A near miraculous rate of expansion in mu- 
iti ? h 
PETROLEUM—DbbIs. m nitions output since Peart Harbor as been 
Crude Output Daily....ccccsscssccssesne June 26 3.95 3.97 3.72 4.11 accompanied by an astounding increase in pro- 
Gasoline Stocks ............ Cae June 26 79.59 79.81 88.46 87.84 duction efficiency. The President revealed re- 


Fue!’ Oil: Stocks: ..........:. June 26 67.96 67.46 77.79 94.13 cently that 291 million pounds of aircraft were 
Heating Oil Stocks June 26 34.04 33.56 32.21 54.85 





turned out last year, compared with only 87 mil- 





lion in 1941 and a goal of 911 million sched- 





CARLOADINGS—+ June 19 868 854 845 833 











_ tee June 19 5045 Re Bet tte gee sero 
LON sce e acess ohcsad acasne Caotactossuvses June 19 177 171 165 150 poun s been cut from $20 in 1941 to this | 
Manufacturing & Miscellaneous ...} June 19 .387 381 380’ 379s year's $13. 
Rleices BGs 08S Secossccsersieecties: June 19 98 99 94 156 ‘eae | 
__ RSAC AEST Ne eS June 19 86 87 92 36 | 
Man-hours used to build a 10,000-ton Liberty 
GENERAL cargo vessel have dropped from an initial 1,100,- | 
Bituminous Coal Prod. (st)m ....... June 19 12.10 11.74 11.01 10.80 000 to 680,000 at the present time. U. S. yards | 
Lumber Production (bd. ft.)m........ June 19 666 634 766 632 oduled | . 
Senet, Mas Coden tak ¢.. praeeer 107 109 83 132 are scheduled to complete 21,000,000 deadweight 
Cigarette Production—b ..............- May 18.48 19.94 18.46 17.14 tons of merchant ships this year, compared | 
Portland Cement Shipments with only 6,000,000 last year. 
MES Biss Penni eseocseviecs neces seve lveisiosts Apr. 12.75 10.11 14.77 13.72 





ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce | 
Dep't., Jan., 1939—I100. cd3—Commerce Dep't., 1939—I00. db—Dun & Bradstreet's. en—Engineering News-Record. fi—Fairchild Index, 
end of Mo., Dec. 31, 1930—100. I—Seasonally Adjusted Index, 1923-5—100. Ib—Labor Bureau. !b2—Labor Bureau, 1926—100. Ib3—Labor 
Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—1!00. m—RMillions. np—Without compensation for population growth. pc—Per capita 
basis. rb—Federal Reserve Board. rb2—End of Mo., Federal Reserve Board, seasonally adjusted index, !923-5—I!00. rb3—Federal Re- 
serve Board, seasonally adjusted index, !935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
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No. of ee Se a eee (Nov. 14, 1936, Cl—100) High Low June 19 June 26 
Issues (1925 Close—1!00} High Low June 19 June 26 100 HIGH PRICED STOCKS passes 66.31 52.87 64.58 66.12 
273 COMBINED AVERAGE........ 89.9 54.5 84.8 88.0 100 LOW PRICED STOCKS...... 87.49 43.61 81.61 87.02 
3 Agricultural Implements...... 153.7 105.2 147.4 = 153.7F 3 Liquor (1932 Cl—i00) ...... 289.2 197.1 279.5 = 283.3 
9 Aircraft (1927 Cl—100).... 179.2 131.8 160.3 163.0 BWSR ha csc.ck Roecesecerers 109.5 82.6 107.2 109.9B 
5 Air Lines (1934 Cl—100).... 505.8 363.1 485.8  505.8Z 2 Mail Order .............-sssseecseee 85.8 61.8 81.4 85.8C 
5 Amusement  ....................--. 75.9 40.2 72.6 75.3 o Maat Pachines ....css2esesicscedecses 56.9 34.9 53.4 56.9C 
12 Automobile Accessories ...... 142.1 83.0 131.5 137.1 10 Metals, non-Ferrous ............ 155.7 106.8 141.6 148.2 
NS) Auitormmobiles- .occescecc2setaccens.: 21.0 9.7 19.1 20.2 et IO closets cette 13.5 9.0 12.5 13.5 
3 Baking (1926 Cl—100) ...... 15.1 8.5 14.5 15.1D Be VONRCNOGHN = oboe ssssccensccicsccasitccns 132.3 86.9 128.0 131.5 
3 Business Machines ............. 197.1 129.4 184.0 190.8 18 Public Utilities 00... 58.1 23.2 51.7 53.0 
2 Bus Lines (1926 Cl—100).. 96.6 54.9 85.9 88.6 3 Radio (1927 Cl.—100) ...... 25.9 12.1 24.4 25.8 
fee ennai 189.5 1535 180.0 184.3 7 Railroad Equipment ............ 57.4 32.1 52.0 55.1 
13 Construction ....cccccccccccceccceceee 38.0 23.3 36.2 37.0 “Lal CE Na oe 18.6 9.8 16.6 17.3 
oo ee 236.1 177.1 232.6 «= 234.4 2 Shipbuilding 0.0.0... 106.1 83.4 90.4 89.4 
8 Copper & Brass ......... sc (G28 63.6 74.0 76.2 DAOC EMNRS. cas scticcicsetctestentecs 288.8 197.8 272.4 282.1 
2 Dairy Products ............ awusr 308 29.7 37.5 38.6 D2 Stal SWC x sntisscsesiccwssensasts 775 57.6 73.8 77.5 
6 Department Stores. ..... . 992 15.4 77 29.2F 7 UN (17 ne 47.2 32.2 45.2 46.1 
5 Drugs & Toilet Articles ........ 88.3 50.9 85.3 87.6 7901115) ("IER en te ee 193.2 180.2 189.7 192.8 
2 Finance Companies .............. 237.3 152.6 220.5 222.4 3 Telephone & Telegraph ...... 111.5 67.0 100.9 108.0 
& Food Brands ..........cccccceeececeses 131.9 85.5 128.5 131.99 KCL LCT Sy eae eo 56.2 33.7 53.0 56.2C 
ZARGOd! Stores. sscsicoscicseisessisscteds 45.1 37.7 43.8 44.6 3 Tires & Rubber... 26.9 16.5 25.6 26.9F 
Le 60.6 35.0 57.4 60.6D WP NQWACERE Societe estiecticeeitnics (ONS 52.2 64.0 66.0 
3..Gold Mining 912.6 610.3 825.9 836.9 2 Variety Stores o.......cccc00... 230.7 182.4 226.5 228.8 
6 Investment Trusts ................ 39.1 22.9 35.9 36.5 20 Unclas'fied (1942 Cl—i00) 190.0 100.0 176.2 187.1 











New HIGH since: B—1941; C—1940; D—1939; F—1937; Q—1929. Z2Z—New all-time HIGH. 
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Tle battle between Congress and the Administration 
over basic food policies is leading to artificial shortages 
amidst record breaking production. The O. P. A. is pow- 
erless, without the consent of Congress, to impose ceilings 
on livestock. Farmers thus find it more profitable to feed 
corn to their hogs than to market it as such. Result is an 
acute shortage of feed and a topheavy inventory of 
livestock. Packers can not afford to pay the high prices 
asked for livestock by farmers and sell the meat at low 
ceilings imposed by the O. P. A.; yet Congress refuses to 
sanction subsidies to rescue packers from the squeeze. It 
is estimated that the huge surplus of cattle now backing up 


Trend of Commodities 


on farms may reach 15,400,000 head by next January— 
enough, if slaughtered, to supply a normal year's beef 
requirements of 400,000,000 people. Pig production this 
year is expected to top last year by more than 20%. 
Corn, worth $1.30 to farmers in the form of hogs, has 
been requisitioned by the Government at the ceiling of 
$1.07 in an effort to avert further shutdowns by refiners. 
Resulting suspension of corn futures trading has brought 
sharp price advances in oats, wheat, and other feed grains. 
Meanwhile talk of "early peace" is booming seat prices 
on the various commodity exchanges, even in instances 
where trading now is virtually at a standstill. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr. Dec. 6 

June 29 Ago Ago Ago Ago Ago 194! 

28 Basic Commodities....... 176.4 176.2 176.1 176.7 172.8 166.9 156.9 
11 Import Commodities...... 167.7 167.5 167.4 167.6 163.8 163.0 157.5 
17 Domestic Commodities.. 182.3 182.1 182.1 182.9 179.0 169.5 156.6 





COMMODITY FUTURES INDEX 





100 —MAR. APRIL MAY JUNE 
DOW JONES 
COMMODITIES INDEX 
95 





APN prerrrrr’ 





























Average 1924-26 equal 100 


1943 1942 1941 1940 1939 1938 1937 
Lo eee eter: 92.65 88.88 84.60 64.07 64.67 54.95 82.44 
RAO W  accasshs cocsbpstoret 88.45 83.61 55.45 48.74 46.59 45.03 52.03 





Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 

June 29 Ago Ago Ago Ago Ago 1941 

7 Domestic Agricultural... 208.5 207.9 207.4 209.0 196.3 178.9 163.9 
EZR OGE SING: <.c0cts hs cssccsecace 200.7 200.6 200.3 201.7 197.0 184.0 169.2 
16 Raw Industrials .............. 160.0 159.7 159.8 159.9 156.5 154.9 148.2 








SPOT COMMODITY INDEX 
260 MAR. APRIL MAY JUNE 
MOODY'S INVESTORS 
SERVICE INDEX 
250 
































15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


1943 1942 1941 1940 1939 1938 1937 
RAGIN ncccrssssccssavecesse ZAI 2359.9 «209-9 V7 172.3 152.9 228.1 
NOW cscccenssesesssecrseeses 240.2 220.0 171.6 149.3 138.4 130.1 144.6 
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Watch the World Go By— 





(Continued from page 361) 


largely with some of their prod- 
' ucts: maize and wheat and cattle 


in the Argentine and wheat in 
Australia, and cotton in Brazil. 
It is in the fortunate position of 
requiring Australian wool. It will 


' soon need her lead, as our reserves 


decline. We must always be de- 
pendent on Brazil for coffee. The 
precious metals are still the lead- 


| ing export of South Africa. Her 


asbestos may be vital to us as 
Canadian resources diminish. 

It is proper, then, that a series 
of trade treaties be drawn with 
these countries, providing pri- 
marily for the export of our ma- 
chinery, farm equipment, motor 
products, electric and_ plastic 
goods; products wherein we least 
disturb the arrangements they 
have had to maintain with Great 
Britain. A large part of the 


| slack will come from the dimin- 


ished part played in export by 
Germany and Japan. 

It is necessary that the Ameri- 
can State Department and Com- 
merce Department co-operate in 
a series of “joint ventures,” 
whereby our capital will be placed 
in those areas only in cooperation 
with native capital, and on a basis 
of true joint control. The politi- 
cal resentment against imperial- 
ism is so deep that we invite 
wholesale repudiation by any 
policy that can be used by native 
chauvinists to stir hatred of the 
moneyed foreigner. 

This is not a fantasy. The 
United States has an immense 
supply of capital. Most of it will 
be employed, even after some 
rough spots are traversed, in 
building up domestic lags in con- 
sumption and in reconstructing 
Europe. But none of these are 
long term possibilities for the 
productive employment of our 
capital for several generations. 
In the startling rise of industry 
in the Antipodes, covering a 
fourth of the world and especially 
in Brazil and Australia, our pos- 
sibilities may be said to be un- 
limited. There is no need to be 
conservative in this: the develop- 
ment of Brazil in this century has 
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“We're lucky this wagon is armor plated!” 


The latest Army stretcher carriers are 
protected against enemy bullets and 
shrapnel by face-hardened armor 
plate steel. 

This special-purpose steel meets 
ballistics requirements with a wide 
margin of safety. It is also used on 
light, fast combat cars, scout cars, 
half-tracks and in planes. Armco 
jumped into big production of this 
life-saving steel by adapting existing 
equipment — thus saving months of 
vital time. 

The Army and Navy have found 
that modern special-purpose sheet 
steels meet the most exacting stand- 
ards for many kinds of war equip- 
ment. These sheets slash production 
time, save weight, save your war 


THE AMERICAN ROLLING 


MILL COMPANY 


dollars, and frequently conserve more 
critical metals. 

The new war steels will some day 
be used for the products of peace. 
There will be steels of great strength, 
durability and light weight . . . steels 
that will form easily and surely to 
the most complex shapes . . . t 
with special coatings and finishes . . . 
and many others. Steel will have im- 
portant things to do in the post-war 
era, and it will do them well. The 
American Rolling Mill Company, 
1751 Curtis St., Middletown, Ohio. 


steels 


Modern 
sheet steels 
are shaping 
your future 








the very shape of the development 
of the United States in the last. 
Cities like Sao Paulo may in 
twenty years treble in population, 
and Brazil itself should double in 
the next thirty years. 

Britain taught the world to 
manufacture: we have taught it 
mass production. Instead of 
thinking of these people as com- 
petitors, as we lose the monopoly 
of our skill we should replace our 
lost supremacy of technique with 
investment and trade that profits 


by their development. In that 
way Britain maintained an - in- 
creasing use of capital everywhere 
and grew absolutely wealthier 
while her relative position dimin- 
ished as younger rivals grew up 
to her technical height. We have 
not long to wait. So soon as the 
war ends, traditional ties will 
assert themselves. Now is the 
time to push into this area whose 
development would be headline 
news if military operations did 
not necessarily usurp attention. 
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Implications of the 
Withholding Tax 
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age of inventory, then the price 
tendency would be upwards, in 
unregulated price commodities, 
since the shortage of supply would 
make for a seller’s market. But if 
sales fall off because there is a want 
of demand, then the diminution of 
inventories will slacken; the sup- 
ply side will be larger than was an- 
ticipated and there will be a nota- 
ble falling off in demand. The 
reduced price level, as against the 
expected increase, plus rising 
costs may result in department 
store net showings for the year 
being off about 20% as against 
1942. The many economies possi- 
ble in credit accounting, in in- 
stallment supervision, in packag- 
ing and delivery, will not offset 
the continued tendency towards 
higher wage levels due to defense 
competition for help and rapidly 
mounting unionization. 


Why then do merchandising 
stocks keep up so well in the face 
of this obvious new development? 
First, in the case of mail order 
companies it is thought that the 
deferred demand for durable 
goods will ensure two to three 
years of steady recovery sales, 
and also that the showing of the 
companies would be even better 
than it is now is were the non-dur- 
able inventory situation better. 
Farm income is well above the 
corresponding period in 1942 and 
seems destined to go higher. The 
only fly in the ointment is that 
mail order stocks are not visibly 
suffering from the war and sell- 
ing so little that they must rely 
mainly on anticipated pent-up de- 
mand, as so many investors think. 
Actually they are doing better 
than in any year but one. In the 
first four months of 1943, Mont- 
gomery and Sears sold $1,627 
millions whereas in the first four 
months of 1942, when consumer’s 
durable goods still sold freely on 
the first great wave of employ- 
ment and high wages, they 
grossed $1,734, so that their 
sales in every section other than 
durable goods must have advanced 
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greatly. As a comparison, in 1940 
the corresponding four months 
showed merely $1,204 millions, 
and this was at a time of good 
employment and the best demand 
in years for their line of goods. 
Demand, then, has not been so 
unsatisfied. | Nevertheless both 
stocks are not overpriced: Sears 
at 80 sells at about 13.8 times its 
1936-1942 average earning power 
and Montgomery at 45 at 11.6 
times, and while they are scarcely 
bargains at these figures, their 
lesser dependence on industrial 
payrolls, makes them fairly val- 
ued as against other merchandis- 
ing stocks. But the great major- 
ity of department stores have 
done far better in war time than 
they did in peace and their prices 
should be more carefully scruti- 
nized. A setback in sales, and the 
fact that most of their sales have 
been stimulated not only by full 
employment but by hoarding 
fears, makes it doubtful whether 
any great premium should be 
placed on their future, if they 
face lower consuming power for 
an indefinite period. 


Food expenditures dropped aft- 
er rationing measures came in 
and when spotty supply reduced 
sales possibilities. 1943 sales have 
been running about 5% _ below 
1942, and, in terms of physical 
food, that is 16% less per capita. 
This situation cannot easily be 
remedied by the slaughtering of 
surplus cattle, and a final clear- 
up of the food distribution mess, 
because the labor situation in fish- 
ing, picking and canneries will re- 
duce other supplies and while 
home gardens aid food supplies, 
they diminish sales, except for 
seed merchants. The most abun- 
dant foods outside of meats are 
low-priced cereal items. The ten- 
dency here has been the reverse 
of that in general merchandise: 
early hoarding swept the luxury 
food market clean, and has left 
short supplies of brands with the 
best profit margins. Labor is ex- 
pensive and rising taxes must re- 
duce the net for 1943. The food 
chains are basically dependent on 
net payroll income, and unless an 
era of full employment at high 
wages is at hand, immediately 
after the peace, their prospects 
should be judged soberly on their 
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proven record and not on pro- 
jected fantasies. 

Naturally, their sales will not 
drop proportionately as much a; 
the others as a result of with- 
holding taxes, because food will 
be the least economized expendi- 
ture when family budgets are 
made up. The economies will 
rather occur in the catchpenny 
sections of the variety chain 
stores, whose earnings, already 
tending lower for inventory rea- 
sons, will decline, but, owing to 
the 80% tax feature, less than 
expected. 

As to restaurant sales, they 
have had the most marked dollar 
advance, but the workers who 
have crowded them will be much 
more cautious with less cash 
about: home eating will increase. 
They have clearly reached a tem- 
porary peak. Drug stores face 
the same situation in ice cream 
and fountain syrup drinks: cos- 
metics are limited on an alcohol 
basis, but the popularity of vita- 
mins and the higher hygienic and 
cosmetic level of the people, 
brought about by prosperity 
ought to compensate, though the 
shortage of trained pharmacists 
threatens the operation of pre- 
scription departments. In their 
case, however, secular trend is up- 
wards. 












Another Look At... 
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followed our buying advice is 
very real, not imaginary. We 
would not press good fortune too 
far. 

We like Warner Bros. It is a 
much improved company in earn- 
ing power, financial status and 
ability to turn out “hit” movies. 
It is a “peace stock” that is far- 
ing excellently in war—maybe, 
indeed, a bit better than one can 
be sure of for post-war. But cer- 
tainly much, if not most, of the 
speculative “cream” is now gone. 
In short, we like the indicated 
profit of about 87 per cent better 
than we like the stock at present 
prices; and we would take advan- 
tage of strength to cash it. 
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Little things that 


become 


Lie Things 


IHE U.S. ARMY Ordnance Depart- 

ment, early in 1942, asked one of our 
executives if we had a factory near a 
good supply of water, of sufficient size 
to make small calibre ammunition at 
the rate of many millions every twenty- 
four hours. We had such a factory on 
the Ohio River with enough feet of 
floor space. It was well placed near 


“FROM CARS TO BULLETS 
iis FOR TOMMY GUNS, 
(EEG PISTOLS, REVOLVERS” 





additional unused land and far enough 
from the city to allow the storage of 
powder and the loading and testing of 
ammunition. 


The work of preparation was started 
immediately. The automobile machinery 
in the plant, which could not be used, 
was dismantled and put elsewhere. It 
was replaced by new and different equip- 
ment. A specialized laboratory was in- 
stalled and staffed with engineers, metal- 
lurgists, and technicians drawn from 


“TESTING FOR EVERY 
BATTLE FRONT 
CONDITION” 





our widely diversified staff. Production 
executives and specialists were also se- 
lected from our own personnel. While 
the factory was being prepared for pro- 


duction, the Frankford arsenal assisted 
the training of these production special- 
ists who, in turn, were to train the 
workers and supervise the operation of 
the many departments of the plant. 


The first finished ammunition pro- 
duced in this newly organized plant 
went on test in May, 1942. The cartridge 
cases were then made of brass. Brass is 
an extremely vital war material. Could 
steel be used- instead? Could steel be 
worked over the machinery and tools 


“COULD IT BE DONE 
WITH STEEL?” 





that were provided for the use of brass? 
Could the steel be treated to withstand 
the corrosion of a long sea voyage and 
to resist successfully the humidity of the 
tropics and the sub-zero temperatures of 
the Arctic? The U. S. Army Ordnance 
Department — and our own engineers, 
metallurgists and technicians believed it 
could. More engineering talent — this 
time chemists—were added to the labo- 
ratory staff and the larger and more 
complete Chrysler Corporation labora- 
tories, in Detroit, were also directed to 
the solution of this problem. 


The first of the new steel casings were 
made in the month of August, 1942. 
They were pretty good. Then began 
severe testing,—spraying with wet salt 
air, burying in salty mud marshes 





washed by the tide,—storing in hot 
damp rooms and open exposure to the 
weather,—plating with lacquer, copper, 
cadmium, nickel, chrome, zinc, silver, 
lead — dipping in dichromate, sealing 
with plastics. A vast cycle of experiments 
were tried and tested and the results 
compared. From all this effort came a 
standardized product made of steel, and 
approved for use on all the battle fronts. 


“THOUSANDS PER 
MINUTE” 





The making of this ammunition is 
really the art of producing many pieces 
rapidly — many thousands per minute, 
every day, 6 days a week. Ninety-nine 
operations are performed to take each 
piece of ammunition from the lead, steel 
and powder stage to the formed, loaded, 
tested and packed, finished article — 
ready to shoot, — with every piece per- 
fect in shape, finish, and firing efficiency. 


We have made our first billion of this 
steel ammunition. Not that this is a top 
record for ammunition making but, to 
us, it is a milestone passed on the road 
to Victory. We will pass the second and 
third billion with much less emotion 
but we really got a thrill out of joining 
the ranks of the important producers of 
ammunition. 


‘With this change to steel we release, 
with every billion rounds, thousands of 


S (a shi "A LITTLE THING 
BECAME BIG” 





tons of brass. This brass can now be 
used in war production where no other 
substitute is possible. 


A finished round of ammunition 
weighs only a few ounces. Little things 
often do become really big and important. 


WAR PRODUCTS OF CHRYSLER CORPORATION 


Tanks .. 
of Ammunition . 
Ambulances . . . Marine Tractors . . 


. . Anti-Tank Vehicles . . 


Fighting Equipment . . . Powdered Metal Parts . . 
Compressors . . 


. Tank Engines . . . Anti-Aircraft Guns... 
. Command Reconnaissance Cars .. . 
. Weapon Carriers . . 


. Aircraft Landing Gears... 


Bomber Fuselage Sections . . . 


. Marine and Industrial Engines . 


- Navy Pontoons ... Field Kitchens . . 


Bomber Wings . . 
Cantonment Furnaces . . . 
. . Gyro-Compasses .. . 
. Bomb Shackles . 
and Other Important War Equipment. 


. Aircraft Engines . . . Wide Variety 
Troop Motor Transports . . . 
Air Raid Sirens and Fire 


- . Tent Heaters . . . Refrigeration 


[WAR BONDS ARE YOUR PERSONAL INVESTMENT IN victory] 


PLYMOUTH « DODGE « DE SOTO « CHRYSLER 
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Divisions of CHRYSLER CORPORATION 

















Shifting Alignment in China 





(Continued from page 333) 


nationalist armies in the recent 
“Rice-Bowl” campaigns. They 
have not only driven the Jap- 
anese out of their rice areas: 
they have hurled them back al- 
most to the plain, out of the 
mountainous areas of South-Cen- 
tral China. The Japanese are no 
more advanced than they were 
four years ago: they are still at 
Ichang and Hankow. Recently 
the Chinese even reversed the 
situation by taking Hangchow, a 
hundred and fifty miles from 
Shanghai and advancing to effec- 
tive control of Fukien Province 
which borders the sea between 
Shanghai and Hongkong. The 
reasons for the Chinese advance 
have been many but the basic one 
is the large American air support. 
It is as yet limited: it has pre- 
vented the Japanese from moun- 
tain invasions, it has hurled them 
back, it has helped recover most 
of Fukien. But it is only begin- 
ning. As the Chinese armies ad- 
vance, supported by a giant air 
screen of the American forces, 
and as the unlimited Chinese man- 
power is made increasingly effec- 
tive against the already strained 
Japanese military machine, the 
United States will be able to 
create a string of airdromes with- 
in two hundred miles of Formosa 
and thus dominate the Formosa 
channel from the air. Without 
the possession, undisturbed of the 
Formosa base, the Japanese would 
find it impossible to maintain 
their supply lines with Burma, 
Siam, Indo-China and the Malay 
Peninsula. They might, by tak- 
ing the long circular oceanic route 
east of the Phillipines, have pre- 
carious connections with their 
Pacific base and a lateral ap- 
proach to Java, but the unlimited 
bombing that their internal sea 
routes would undergo, once our 
air forces were established in 
Southeastern China, means that 
they would lose more than half 
their conquests in no time. The 
threat to India would go, the 
Burma road be freed and tin and 
rubber be ours again and their oil 
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supplies be cut to very small 
amounts. 

Stalin saw that the one card up 
his sleeve was of less and less bar- 
gaining value. He could always 
state before this that he would 
give us a second front in Asia 
after we would have helped him 
win in Europe. He could point 
out that without Siberian naval 
and air bases, our road to victory 
was long, costly and bloody. He 
could then (since his aid was 
precious) obtain excellent terms 
for his government. For the 
Russian policy never varies, 
Tsarist or Soviet. A warm weath- 
er port in the south of Manchuria 
and control of rail and road ac- 
commodations across that fertile 
province, to shorten the route to 
Vladivostok, have been the aims 
of Nicholas II and Stalin alike. 

Suddenly, he was confronted 
by a new factor. The armies of 
Chiang-Kai-Shek, which he had 
despised, were commanded by 
General Cheng, passionately de- 
voted to the Generalissimo. Forti- 
fied by the Americans, this army 
has defeated the Japanese in mass 
warfare. This portent is grow- 
ing. As it swells the Chinese force, 
as the United States builds up a 
Chinese army with full air sup- 
port, as it wrecks the sea com- 
munications of Japan towards the 
major parts of her conquests, to 
that extent the United States will 
need Stalin’s cooperation less and 
less. And as it needs it less, it 
will be able to operate from the 
regained areas in Malaya and 
Siam and pester the Nipponese 
communications, already thin, 
everywhere. It will strike merci- 
lessly at the considerably inferior 
Japanese air force. It will build 
cohesive Chinese power so that 
Chiang-Kai-Shek will be wel- 
comed by forty million Chinese in 
Manchuria and defend twenty- 
two million peovle of Chinese 
stock in independent Korea, and 
the combination of a national and 
powerful army and an awakened 
and patriotic peovle will forever 
bar the conquest of Manchuria by 
the Russians. More than that, 
since it would have been the 
United States and not Russia who 
was the active agent of liberation 
in the last great battles, it will be 
America and not Russia to which 
a renascent China will look for 
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technical cooperation and profit- 
able capital investment and mu- 
tual trade. After all, a Chiang- 
Kai-Shek, married into the lead- 
ing family of bankers in China, 
many of whom are American-edu- 
cated and inspired, will try to use 
the cooperation of a country that 
has attained the highest consump- 
tion level in the world, to raise the 
Chinese standard of living, rather 
than accept the control of Russia, 
nearer his own people’s standards 
of consumption goods. 

Hence Stalin could not wait. 
His premium has been dangling 
too long. Delay now means the 
end of his adroit strategems. He 
needs a second front in Europe. 
Now he must trade in order to ob- 
tain it. To paraphrase Shakes- 
peare, necessity is the mother of 
cordiality. Across his Asiatic 
plans, he senses the shadow of 
Sino-American cooperation. Time 
is on the American side. 





Farm Equipments 





(Continued from page 351) 


Current good earnings stem large- 
ly from war contracts some of 
which may have been cancelled 
recently. Consequently, the com- 
panies may increasingly switch 
over to normal line production. 
As medium sized manufacturers, 
both have a relatively heavy over- 
head and its leverage was respon- 
sible for rather erratic earnings 
in the past. Considering the ex- 
cellent sales possibilities of the 
future, this very factor should 
make for a substantial rise in per 
share earnings once these pros- 
pects materialize. Both enjoy 
ample finances to take care of 
immediate needs and working 
capital position is steadily im- 
proved by rising war-time earn- 
ings. Their dividend record, 
however, emphasizes the strictly 
speculative character of the 
stocks. Minneapolis-Moline thus 
far never made any disbursements 
while Oliver initiated dividends in 
1941. 

Viewed as a whole, earnings of 
the industry since 1929 have not 
kept pace with the expansion of 
sales, and the degree of fluctua- 
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Realistic Appraisal of the 
Copper Stocks 
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subsidiary, the American Brass 
Co., and the large Chilean mines, 
Chile Copper Co. and Andes Cop- 
per Co. During 1929, by sale of 
common stock, this debt was re- 
duced to $37.18 millions and the 
last of it, $20.93 millions, was 
eliminated in 1942. 

The world’s largest producer 
and fabricator of copper, Ana- 
conda’s domestic mine capacity is 
about 223,000 tons; its foreign 
capacity (in Chile and Mexico) is 
over 400,000 tons. Domestic ore 
reserves are estimated at 3,945,- 
000 tons (copper content) and 
foreign reserves at 24,286,000 
tons. Aggregate reserves (copper 
content) amount to 6,271 Ibs. 
copper per share, or 9,507 lbs. 
per $100 invested. Valued at 12¢ 

er pound, this would amount to 
752.52 per share; at 9¢ to 
$564.39 per share. The latter, on 
a production basis calculated to 
average pre-war production costs, 
would net about $113 per share. 

Kennecott, as a low cost pro- 
ducer (domestic 6.50¢; foreign 
6.00¢) consistently reported op- 
erating profits nearly twice as 
high as Anaconda’s (percentage- 
wise) but in view of the large 
number of outstanding common 
shares, returns on invested capital 
were only slightly higher. In 
1941, it was 12.8%, the 1937 
high was 14.9 but in 1938, it 
slumped to 6.9% against Ana- 
conda’s 7.8 % . Kennecott’s domes- 
tic capacity is estimated at 375,- 
000 tons, and ore reserves at 11,- 
258,000 tons. Its foreign capacity 
(in Chile) is about 175,000 tons 
and foreign ore reserves 4,926,- 
700 tons. Aggregate reserves 
(copper content) come to 2,991 
Ibs. per share or 8,430 lbs. per 
$100 invested. 

Phelps-Dodge, purely a domes- 
tic producer, has a total mine 
capacity of some 250,000 net 
tons, and ore reserves are esti- 
mated around 5,910,000 tons 
(copper content). Production 
cost is estimated at 6.50¢ per 
pound. While the percentage of 
operating costs is usually some- 
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what lower and operating profits 
consequently higher than Ana- 
conda’s, net returns on invested 
capital run consistently lower due 
to the existence of a funded debt 
in the amount of $13.41 millions. 


Additional pertinent _ statis- 
tical data covering these leading 
copper producers are found in 
the accompanying table. Together 
with a realistic appraisal of the 
outlook as attempted in this 
article, they would indicate that 
copper shares are considerably 
undervalued, not only from the 
standpoint of their current posi- 
tion which is undeniably good but 
also on the premise of future po- 
tentialities when based on the ex- 
pectation of a sizable business 
revival after the war. Of course, 
numerous imponderables enter the 
situation, not the least of which 
are.political in nature; while they 
tend to underscore the speculative 
character of copper shares at the 
present juncture, they most cer- 
tainly should not rob them en- 
tirely of future promise. 





America's Natural 
Resources 
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war usage may be to reduce prices 
in a buyer’s market, and thus we 
may see the premiums for scarcity 
be deferred for many years, and a 
slackening of new output. The 
market does not necessarily see ul- 
timates when it faces years of 
poor intermediate prices. 

The last decade has seen the 
rise to popularity of about thirty 
metals called the “new minerals” 
because they were used only 
scantily until recently. These, 
too, have served to slow up the 
use of the more fundamental and 
abundant minerals. 

The conversion of low-grade 
and high-cost ore to cheap pro- 
duction may result in undreamed 
of extensions in the life of fuel 
and metal reserves. The porphyry 
coppers were useless until the 
Jackling process. Steam shovel 
mining made ores cheap that 
would have been prohibitive; so 
did the flotation process. We have 
just entered the age of micropho- 





tography, of the electric eye, of 
new atomic analyses: we have first 
acquired precision instruments 
for coping with the composition 
of metals and hydrocarbons. Wef 
have developed new drilling tech-| 
niques. In 1900, 1200 feet wells 
were the limit of petroleum sink- 
ings: today 13,000 feet is com- 
mon. The “reserves” are them- 
selves an expression of the level 
of technique. Nor does it follow 
that because the reserves are ex- 
tended by new methods, that as 
one works to less easily mined or 
acquired reserves, that their ex- 
traction becomes dearer. If the 
process of mining is cheapened 
technically the new methods may 
produce low grade ore more 
cheaply than the old, cumbersome 
methods extracted high-grade 
ores. 

It also pays to mine and smelt 
low-grade ores as by-products be- 
comes more varied, because the 
profits from their sale reduces the 
costs of manufacture per unit. 
Also manufacturing improvements 
sometimes mean that low-grade 
by-products, once useless, become 
cheap and important, and thus 
the life of reserves is extended. 

It is good to remember, in view 
of the above consideration, that 
we have low-grade iron reserves 
that are beyond calculation, most 
of which can be utilized, that low- 
grade clay bases for aluminum, 
though dearer than bauxite, are 
inexhaustible, that magnesium is 
unlimited, that sulphur will out- 
last the century, that we can get 
unlimited manganese at higher 
costs, that lime and other build- 
ing essentials are practically un- 
limited. And, finally, it seems 
most likely that we will have an 
altogether new technology which, 
while it now merely amuses pro- 
phetic physicists, is catching up 
rapidly with reality, under war 
pressure. New metals in automo- 
biles and new combustion factors 
in engines, by doubling mileage 
per gallon, may extend our petro- 
leum reserves from a mere thirty 
years to over a century. The air 
has produced nitrogen for us and 
it seems to have merely begun its 
elastic career, and so may solar 
and wind energy. 

Three basic corporate situa- 
tions interest the investor: what 
will the shift from easier to more 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office - 55 WALL STREET : New York 





Condensed Statement of Condition as of June 30, 1943 


(In Dollars) 
INCLUDING DOMESTIC AND FOREIGN BRANCHES 














ASSETS 

Cash and Due from Banks and Bankers....................- $ 806,918,420 
United States Government Obligations (Direct or Fully 

COTTE a ae Res SORE net er eta eee 2,072 ,406,287 
Obligations of Other Federal Agencies....................... 33,965,741 
State and Meumicwial SECUFILIES. .. . 5 dice k eins Sct ce eedessces 143,115,056 
COT Ore Oct or a So Ee eee een Pr eG er eee are 36,105,873 
Loans, Discounts, and Bankers’ Acceptances................. 584,133,089 
Real Eatate Loans and Securities. .. 2 2c ...c ces ee se ecle ee oe eee 5,505,638 
Customers’ Liability for Acceptances. ................-0 ee eee 3,420,357 
Stock: 1m: Federal Reserve Bank... ook s ene os vole ee ecee ses 4,875,000 
Ownership of International Banking Corporation............. 7,000,000 
PS eRUA PRET ISOMI oe incr hiya rare ee, enc A to ene edie ore 37,483,714 
COLE: 07s Ice een ee ee Ce nee er ee 696,059 

OE ats 05. Gi aidisers @ ehdateaieTR NA Oe BRia eRe sre 'as $3 735,625,234 
LIABILITIES 

ET TET OTT ET OE IEE eT Ee eee $3,512,094,114 

(Includes United States War 

Loan Deposit $384,394,365) 
Liability on Acceptances and Bills.............. $11,076,643 

Less: Own Acceptances in Portfolio........... 6,364,479 4,712,164 
Items in’ Transit with Branches... cc.ccccicasecudececes caecse 14,436,205 
Reserves for: 

Unearned Discount and Other Unearned Income............ 1,623,039 

Interest, Taxes, Other Accrued Expenses, etc. .............. 10,308,132 

BESSA CN os evens is cer site nlahen wet eed eh wr tare re we aradebipbrs 3,100,000 
ASE a aos ea rachel oa SES Cerele Oe $77,500,000 
UNSAID DE ot ooo Att OS wil wor ta wali nk Sia ec acon enor aeons 85,000,000 
WNGAU ICO ONCE 6 oes ds ston due ws wile ak disteiee de 26,851,580 189,351,580 

DEER ae a eet ae INS Sr il Veies cicleeU atei oh a aati Def Ore oat $3,735 625,234 








Figures of foreign branches are as of June 25, 1943, except those for 
enemy-occupied branches which are prior to occupation but less reserves. 


$546,211,856 of United States Government Obligations and $11,652,907 of other 
assets are deposited to secure $500,442,088 of Public and Trust Deposits and for 
other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 
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costly raw material extraction im- 
ply for the iron ore exploiter, like 
U.S. Steel, for the typical copper 
extractor like Kennecott, for the 
oil producer, like Standard of 
California, for the non-ferrous 
metal company like St. Joseph 
Lead? No matter how comfort- 
ing the previous analysis has been, 
in a physical sense, no matter how 
much of it gets rid of melodrama 
of the “end” of our resources, it 
is still true that weighing every 
factor, the costs of exploration 
and extraction must tend to 
rise, with reference to specifically 
American properties of these cor- 
porations. In the case of iron, 
for example, transportation costs 
would prevent steel companies 
from compensating American 
losses abroad, whereas the copper 
companies have shown that the 
cheapness of production abroad 
compensates, in their case, for 
transportation differentials. But 
the steel companies, though at a 
disadvantage in the ability to re- 
place iron reserves abroad, are so 
much more fabricators, and com- 
mand so many diverse materials, 
such as cement, that the impact 
of slow reduction of high-grade 
ore reserves should not affect 
the investor viewpoint concerning 
them for a decade, at the very 
earliest. But, in the case of lead 
and zine companies, it would be 
best to take a more cautious view 
and consider them exclusively as 
companies living on short-term 
capital. Their price must be at- 
tractive on such a basis: if higher 
than that they are definitely over- 
valued. Their few foreign com- 
mitments are not enough to bal- 
ance. 


The moral is simple. The metal 
fabricator or processor can buy 
from all and pass on his costs: the 
metal producer, if hedged abroad, 
cannot be too hardly regarded, 
but the purely domestic produc- 
ers (especially in non-ferrous 
metals), and in the more margi- 
nal petroleum producing com- 
panies, should be scrutinized for 
the life of economic reserves. It 
is a simple fact, which the pres- 
ent heavy war depletions make 
still more significant, that the ore 
reserves of the United States in 
basic metals, which was about 
half the world supply in the last 
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war, is now barely a fourth and 
that were it not for tariffs a large 
part of that production would be 
uneconomic. Whether in miner- 
als or in oils, then, the American 
investor must act like the British: 
he must view reserves on a world 
scale and learn to judge the ex- 
tractive industry companies on 
that basis. He can no longer count 
on an unlimited curve of rising 
production and of constantly aug- 
menting untouched domestic sup- 
plies. The story is not too dan- 
gerous, but after all allowances, 
depletion must now be an active 
factor in investor appraisals. 





Should Aircrafts Be Held 
As Peace Stocks? 
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plants. However, the company’s 
entrenched position and its well- 
known efficiency should always 
assure it an important place in 
the transport field. 

Consolidated - Vultee Aircraft 
Co. is a leading maker of large 
airplanes, especially well known 
for its Liberator Bombers and 
Catalina Flying Boats. Exclu- 
sively a maker of war planes, the 
company is expected to remain 
primarily in this field after war 
but is preparing for post-war 
production of huge transports 
capable of carrying 400 persons 
across the Atlantic. Of late, the 
company intensified its research 
with expanded facilities. Its ex- 
perimental post-war passenger 
carrier, already test-flown as a 
bomber of radically new design, 
should be a factor in keeping the 
company in the forefront of air 
transportation. 

Lockheed Aircraft and Glenn 
L. Martin belong to the group of 
plane manufacturers whose early 
struggles against entrenched com- 
petition resulted in a less impres- 
sive dividend record but who 
finally emerged with expanding 
earnings; both initiated dividends 
in 1939. Lockheed in particular 
assumed growing importance as a 
manufacturer of well-known air 
transports, such as _ Lockheed 
Electra and Lockheed Lodestar, 
both used by leading air lines. 
Martin, on the other hand is 
primarily a maker of military 





planes. While the latter’s post- 
war status is somewhat prob- 
lematical, Lockheed should man- 
age to obtain a fair share of avail- 
able business though somewhat 
less strong financially than its 
principal competitors. 


Curtiss-Wright, strongly en- 
trenched as one of the largest 
manufacturers of aeronautical 
equipment, is a leading builder of 
aircraft engines, and second in 
importance, of military airplanes. 
Its earnings record, prior to the 
war, was not impressive and mod- 
erate dividends were paid only 
since 1940. With the advent of 
peace, the company faces sharp 
contraction of its tremendously 
swollen war-time operations. 
Large expansion and development 
costs in pre-war years were partly 
responsible for the unfavorable 
earnings trend prior to 1939; 
however a satisfactory financial 
position, with ample working 
capital, was maintained which 
should aid in readjusting opera- 
tions to a peace-time basis. Net 
working capital at the end of 
1941 was $42.9 millions. 


Boeing Airplane Co. has 
ranked as a prominent supplier 
of military and commercial air- 
craft for many years but its earn- 
ing power prior to the war has 
been handicapped by heavy costs 
in connection with developing and 
marketing new designs. With 
such costs likely to be much 
smaller in the future, the relative 
earnings outlook promises con- 
siderable improvement. Its well- 
known “Stratoliners” and “‘Clip- 
pers” have greatly improved 
Boeing’s position in the com- 
mercial field. Its Flying Fort- 
resses have made history in this 
war. The company should con- 
tinue prominent after the war, 
both as a maker of transports and 
bombers, and future earnings 
should reflect more directly the 
trend of sales, and less burden- 
some development costs. Limited 
resources necessitated the financ- 
ing of plant expansion by sale of 
common stock in 1937 and 1940 
but the company’s position has 
since improved. Net working 
capital in 1942 amounted to 
$19.44 millions and book value to 
$26.91 per share against a cur- 
rent market price of about 17°4. 
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46% Profit Made Available... 


in Burroughs Adding Machine 




















Geared To Today's Miukets 


For Protection — Income — Profit 


Short-Term R dations for Profit 
. . - Mainly common stocks but preferred 
stocks and bonds are included where out- 


standing price appreciation is indicated. 


Low-Priced Opportunities . . . Securities 
in the low-priced brackets that meet the 
same qualifications for near-term market 
profit. 








Rec dations for Income and Profit 
. . . Common stocks, preferred stocks and 
bonds . . . for the employment of your 


surplus funds and market profits. 


Low-Priced Situations for Capital Build- 
ing . . . Stocks in which you can place 
moderate sums for large percentage gains 
over the longer term. 


Recommendations Analyzed . . . Pertinent 
details as to position and prospects are given 
on securities advised. 


When to Buy .. . and When to Sell... 
You are not only advised what to buy but 
when to buy and when to sell—when to be 
moderately or fully committed . . . when 
to be entirely liquid. 


Market Forecasts . . . Every week we re- 
view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 
for comparison. 


Telegraphic Service . . . If you desire we 
will telegraph you in " anticipation of de 
cisive turning points or market movements. 


Consultation by Wire and by Mail... 
To keep your portfolio on a sound basis, 
you may consult us on as many as 12 secur 
ities at a time ... by wire and by mail. 


Added Services ... 


Business Service : . . Weekly review and 
forecast of vital happenings as they govern 
the outlook for business and individual 


industries. 


Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special corres 
pondent on legislative and political devel- 
opments weighing their effects on 
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CT June |5th we definitely advised our subscribers to close out 
Burroughs Adding Machine at 14 3/8. This represented a profit 
of 46% . . . 4!/ points profit above its original purchase price of 
97/8 (after deducting the dividend). 


This is only a single illustration of the profits in selected low-priced 
stocks . . . closed out and open . . . through Forecast Service. Other 
profits include International Telephone and Telegraph 100%; Enai- 
neers Public Service 46%; Brooklyn Union Gas 38%; Southern Pacific 
35%; Walworth 32% ... to mention but a few. 


Among the individual profits in higher priced stocks are Pan Amer- 
ican Airways 107/8 points; American Locomotive $7 pf. 101/8 


points; Celotex $5 pf. 81/4, points; Lima Locomotive 734 points; 
American Bank Note $3 pf. 7 points. 

15972 Points Profit ... Only 11/4 Points Loss 
An overall record of profits... a ratio of over 100 to |... on 


completed transactions in the past seven months to June 30th... 


an indication of the profits made available whether you buy for the 
Forecast clientele has increased 


substantial profits are available 


short term or longer term .. . of why 
1000% in this period. In addition, 
on open commitments. 

advise them WHAT and WHEN 


. when to contract or expand 


Our subscribers know that we will 
TO BUY and WHEN TO SELL . 
their positions. This counsel can be applied not only to securities 
kept under our supervision but to independent holdings as well. 


Our sole objective is to do good work for our clients . . . in helping 
them safeguard and build capital and income. We want them to make 
Forecast Service a permanent part of their investment and market 
programs. 

|. Our initial valuable report on your holdings. 
Five low-priced opportunities averaging un- 
der 8, five dynamic situations averaging 
under 28. 
Our definite advice as to when to buy these 
special selections. 


4. Our forecast of current market and next 
phase of the recovery. 


Enroll With 
The Forecast 
To Receive: 3 
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* THE.POST WAR * 
STOCK MARKET BOOM 
I5 Of 1TS WAY! 


A NEW BOOK FOR !NVESTORS-*122 


The Billions of dollars injected into the 
Economy of the Country because of the 
huge war expenditures constitute the major 
force that is creating the Boom. e 

eatest of all Booms are those caused 
By wars. This forecast includes 195 se- 
lected stocks to lead boom—44 pages 
81/2”x1l” cost $1.00 with copy current 
weekly Market Bulletin. Technical Cor- 
rection Due. SCHOOL OF WALL STREET, 
“Dept. 5," Harrisburg, Pa. 





Dividends were inaugurated in 
1942 only with a payment of $1. 
Post-war readjustments together 
with the expected keen post-war 
competition tend to obscure the 
future earnings outlook. 

As to prospects of companies 
making primarily fighter planes, 
such as Bell Aircraft, Brewster 
Aeronautical, Grumman Aircraft, 
Republic Aviation, the peace out- 
look is of course entirely obscure 
and largely dependent on Govern- 
ment policy. However, they are 
bound to have a somewhat wider 
market than in pre-war days. 





Financial Stocks Affected 
by War 
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prevailing prospects of insurance 
stocks, and as dividend income 
cannot materially advance, nor 
taxation be diminished, as a 
group they are over-priced and 
unattractive. Should a further loss 
ratio increase occur, they should 
besold. After all, their one attrac- 
tion is their investment activities 
and these advantages can be 
bought elsewhere at a lower capi- 
talization. 

Stock life insurance companies 
are more directly in the line of 
government competition than any 
other, and mortality rates, in the 
meantime are rising at home. 
The increased age composition of 
the population, which has hither- 
to favored the companies by 
“bulging” population into the 
thirties and forties (the premium 
paying ages), is tending less to 
the premium-paying age group 
dominance and shifting to the 
loss ages. Slow as this tendency 
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is, it is unvarying and must be 
reckoned with in calculating 
price ratios when buying the 
stocks. Their investment yield 
problems remain unchanged, as 
well. It is still hard for life in- 
surance companies to invest their 
huge assets. 

Investment companies, in all 
their seven varieties, have one fea- 
ture in common: they assume that 
the average investor ought to pay 
a premium to them for having an 
expertness in investment greater 
than his, at least to the extent of 
the premium. Wherever the in- 
vestment company has justified 
this basis, and justified it over a 
series of years, it has a claim to 
consideration: where it has had a 
poorer than average record, that 
is, where it has done less well than 
the market as a whole, or yielded 
less than was obtainable on the 
average, it should be disregarded. 





Regional Shifts in 
Industry and Markets 
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over 73 per cent of it. Although 
only a guess is possible, I doubt 
that its permanent post-war 
share will be as high as 10 per 
cent. 

The barriers to large scale in- 
dustrialization in the Far West 
are not primarily raw materials 
but restricted consuming markets. 
As of the last census, the popula- 
tion of the Coast states totalled 
only 9,733,000. East of them is 
the large area of the Mountain 
states with only 4,149,000 popula- 
tion—not a large market even if 
the entire section could be con- 
sidered a natural trade area for 
an industrialized West Coast. As 
for markets further east, the dif- 
ferential in transportation costs 
would be decisive except as re- 
gards a not very large volume of 
lightweight or specialty products 
in which unit transport costs are 
not of determining importance in 
relation to market price. There 
has been some romancing on 
Pacific Coast trade potentials 
with the post-war Orient. This is 
certainly rather nebulous. 

In contrast, there is a popula- 


tion of approximately 41,000,- 
000 people in the Southern states 
from Maryland down to Florida 
and across to Texas and Okla- 
homa—over three times that of 
the Pacific and Mountain states. 
On the combined basis of popula- 
tion, natural resources and rela- 
tively short transportation to the 
rich East and Mid-West, there is 
a strong economic foundation for 
long-term industrial growth in 
the South. Moreover, a large 
part of the South—Maryland, 
Virginia, the Carolinas, Ken- 
tucky, Tennessee—is close enough 
geographically to the great in- 
dustrial and trade belt north of 
the “Mason and Dixon line” to 
be not only complementary to it 
in an economic sense but in con- 
siderable measure homogeneous § 
with it. 

All in all, the South — espec- 
ially if its farmers can be dyn- 
amited into more diversified agri- 
culture — looks like a rather 
promising long term trade pros- 
pect for the North; and vice 
versa. This is all one country, 
with no tariffs; and we all live, so 
to speak, by taking in each 
other’s washing. The larger the 
washing in every region, the 
better for the country. So far as 
investors are concerned, only a 
small minority of securities im- 
portant enough to be listed on ex- 
changes are sufficiently dependent 
upon localized conditions to be 
affected worth bothering about by 
regional shifts in industry and 
markets. Most listed companies, 
wherever incorporated, are na- 
tional in every sense of the word, 
doing business in every section 
and, in many instances, having 
plants in numerous and widely 
scattered states. For these, it all 
evens up. Their over-all well- 
being goes up or down with that 
of the nation so far as cyclical 
factors are concerned; and the 
longer-term regional changes in 
our economy “wash out” on their 
books. Their capital investment— 
whether a woolen mill in New 
England, a chemical plant in 
Louisiana, an oil refinery in 
Texas or an automobile factory 
in Michigan—is primarily a bet 
on the future of the United 
States. 
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